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EVALUATION OF EXISTING ISSUANCE SYSTEMS IN THE FOOD STAMP PRCX;RAM

Executive Summary

Results from a study of 30 food stamp project areas with effective issuance systems

indicate that systematic implementation of a basic set of control techniques can

minimize vulnerability to benefit losses without disproportionately increasing

administrative costs. Further, this study concludes that a nationwide reduction in

benefit losses, equal to approximately $30 mLIHon per year, can be achieved through

improved food stamp issuance practices.

The study, sponsored by _ Food and Nutrition Service (FNS) of the United States

Department of Agriculture (USDA), had two primary objectives- (1) to identify and

compare the operational and prosram settings characteristic of effective issuance

systemsl and (2) to Provide benchmarks against which the administrative costs and

benefit losses of existin 8 issuance systems can be compared.

Design of food stamp L_uance systems and the selection of control techniques have,

historically, been left to the discretion of State and local Food Stamp Program (FSP)

agencies. Using benchmarks developed in this study, State and Project area

administrators can determine whether their isauance systems are performing as weU as

systems identLfied as exemplary. If their systems do not compare favorably, the study

results provide inform&tion that will assist administators in deciding whether to acid

specific controls to existing operations or to shift to a different type of issuance

system. At the same time, study results will be useful to FNS officials in developing

issuance policies and resulations that encourage more effective control strategies.
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1. 30 LOC AL STIES WERE CHOSEN TO _T FIVE ISSUANCE _Y'_rEM

TYPES

The study examined the five basic types of issuance systems used in the Food Stamp

Program:

o Author_tion to Participate (ATP)- In ATP systems, authorization cards are

mailed directly to clients every month. Each client must present a valid ATP

card and an identification card to a local coupon delivery a&ent in order to

receive his/her benefit allotment. ?

o Direct Delivery - In Direct Delivery systems, monthly authorizations (usually

ATP cards) are sent to a local coupon delivery agent. As in other over-the-

counter issuance systems, clients must present an identification card and sign

the authorization document to get their benefits.

o On-Line - On-line systems involve computerized authorization and

verification. A monthly update to the central computer constittrtes

authorization. Clients present identification cards to a delivery agent who

verifies authorization by checking the central computer file. After clients

sign a register actmowled_$ food stamp receipt, the issuance transaction is

recorded immediately on the automated master file.

o Direct Mail - Coupons are mailed directly to recipients in this system. Each

month a data management unit prepares a list of households authorized to

receive benefits by mail Except In special circumstances when certified or

resbtered mail is used, neither the cllent_ signature nor identification is

reqre

o Housdm_ Ismmft¢_ Record OaR) - This is a manual approach to food stamp

Issuance. The authorizing document, an HIR card, provides a continuous

' record of all issuance transactions for an Individual household through the

entire period of the household_ eHiibility. Clients must present

identification and sign the HIR card for each issuance.



A majority of food stamp project areas use a combination of systems - typically, direct

mail as a secondary method to support one of the other four system types.

Data were collected for 30 local project areas judged to have exemplary issuance

systems. Staff from Food and Nutrition Service headquarters and regional offices

selected the study sites based on each Project area's ability to promote issuance system

intesrity. By focusing on project areas with effective issuance systems, an inventory of

"good practices" was developed for all five issuance system types.

The 8eneral approach to desctibin 8 a project areab issuance system was to track both the

flow of authorization information and the physical movement of coupons. This allows a

detailed examination of points in the information and coupon flow that are vulnerable to

benefit loss. The potential for loss occurs at points where information is transcribed or

communicated from one person to another. Each potential vulnerability point was

examined to determine what control techniques.., if any, have been implemented by these
project areas to avoid or reduce benefit losses.

Concurrently, the administrative costs and benefit losses associated with each project

area_ issuance system were determined. Benefit loss data were abstracted from routine

reports to FNS between AprU, 1982 and March, 1983. This information was then

augmented and validated throush on-site interviews with FSP staff andan examination of

source documents. While the primary focus was on the total administrative cost of

issuance, a detailed cost analysis was carried out to ensure that project area totals are

made up of comparable cost elements.

2. IMPLEMENTATION OF' A SET OF ElqzF.CI'WE ISSU_ PRACTICES APPEAR5

TO REDUCE BENEFIT LOSSES Im'HIN EACH SYSTEM TYPE

The table below compares the benefit loss in study sites to national data for the period

April, 1982 throush March, 1983. These fifures show that for each issuance system type,

study sites reported losses lower than the comparable national average. The control

practices associated with lower issuance loss are summarized in the foUowin 8

paragraphs.



LOSS COMPARISONS BETWEEN GOOD PRACTICE SITES AND THE

NATIONAL FOOD STAMP PROGRAM

April, 1982- March, 1983

- Loss Performance Measures

Primary Number of Inventory Loss ATP Loss Mail Loss

System Type - Study Sites- .L>erHousehold per Transaction per Issuance

ATP to $.Ol $.13
Dir. Delivery t_ .03 .11 .22+

On-line 5 ,02 N/R .30'

, Direct Mail 8 < .01 N/A .61

HIR 3 < .01 N/A .3t_*

National Averase $.05 $.03 $.75

* MaU used as a secondary method of benefit' delivery

N/R Unmatched authorizations are not routinely reported in On=line systems

N/A Not appUeable to system type

Inventory l_t___,,which is caused by cashier errors during benefit delivery and thefts from

coupon supplies, has been minimized by good practice sites through (1) strict adherence

to FNS regulations concerning the receipt, transfer and disbursement of food coupons; (2)

installation of a variety of security devices and procedures; and (3) implementation of

redundant cashier practices and sta4igered delivery.

It is evident from the data above that there IS little variation in inventory loss across

system types. Furthermore, ail system types, as represented by the study sites, control

inventory loss throuSh a common set of practices. These controls and their use by

issuance system type are detailed in Exhibit A.

Issuance loss in ATP systems can also occur as a result of duplicate participation by an

authorized client, negotiation of a valid ATP card by an unatrthorized individual, or less

frequently, transaction of an invalid ATP card. Procedures used routinely by effective

ATP systems include- (1) timely processin 8 of household eligibility data; (2) verification



- _IBIT A

_IDE TO ISSUANCE CONTROLS BY SYST_ TYPE
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of eligibility data through a variety of computerized edits; and (3) vigorous verification

of a client's identity at the coupon delivery point. Additional control techniques have

been implemented by some ATP study sites, and these are described in Exhibit A.

In cru-ect delivery systems, issuance loss (other than an inventory shortage) is typically

tied to manual ATP replacements. When replacements are prepared manually, errors are

more likely to occur. Discrepancies between ATP cards and the authorization file show

up initially as loss. The benefit loss associated with these errors may or may not be

recovered, and In every case the recovery efforts will involve some adminis"trative

expense. Computer generation of both original and replacement ATP cards minimizes

this kind of error and the associated costs.

Direct mail l_t_ is controlled by securing coupon delivery to both the postal service and

clients. Among good practice sites, this usually involves: (1) the use of pre-sorted and

sealed first class mall for rotrtine delivery; (2) analysis of mail loss and returns[ and (3)

limiting replacement delivery to over-the counter transfer, in project areas that use

direct mall as a secondary method of delivery, losses are smalJer because these sites mall

selectively to lower-risk households. Controls used by effective primary and secondary

mail issuance systems are elaborated in Exhibit A.

O_-Bne issuance loss is typically confined to unauthorized issuance during computer

downtime, or in some place_ a lost or stolen trzJ_ction card that_ used to get benefits

before a hold is placed on the on-line atrthorization file. The most effective controls for

these vuinerabillties include resttictJons on benefit delivery during computer downtime

and the use of photo identLfication. A more complete list of controls used by orkEne

study sites is included in Exhibit A.

The largest potential for lou in an HIR system is related to manual information

proces_n8. Such [x'oc_ are relatively slow and inaccurate. Effective HIR systems

have improved system timeliness by monitoring and enforcing deadlines, such as

tumarmmd time for notification data _-!ng and cutoff dates for file updating.

Accuracy is promoted by duplicating functions that are most vulnerable to human error,

such as calculating benefit amounts, posting notLfication data on HZR cards and

converting allotment values to coupon book combinations. The control techniques used

by effective HIR systems are elaborated in Exhibit A.



3. HIR, DIRECT DELIVERY, AND ON-IJNE SYSTEMS HAVE INHERENT

ADVANTAGES

c

Major vuinerabilities to loss occur when ATP cards or coupons are mailed to recipients.

These are eliminated in systems which keep authorization documents at issuance points

and deliver coupons to recipients in person. Although there are no routinely reported

data on discrepancies between benefits authorized and delivered in the three system

types with both characteristics -- HIR, direct delivery and on-line -- each provides

greater physical control over a_lzatlon documents and coupons.

f ·

HIR systems use a permanent authorization and issuance record document that is kept in

the local FSP office and thus is not exposed to external loss. Because recipients must

come to a central office, however, this system type is most suitable in project areas that

have relatively small client populations and are geographically compact. This reduces

the risk of fraud even further in that issuance workers are likely to know and recognize

recipients on an individual basis.

Direct delivery systems transfer monthly authorization documents to issuance locations

rather than to individual clients' home addresses. This facilitates much tighter physical

security in the authorization and transfer processes. The limited data that are available

indicate that direct delivery systems control loss due to ta_authorized Issuance more

effectively than ATP ca-direct mail systems.

On-line systems eliminate the use of paper authorization documents altogether.

Concomitantly, this eliminates the risk of losinl{ paper documents, limits the opportunity

to alter authorization records fraudulently, amd facilitates rapid updating of the

authorization file. Issuance loss associated with tmauthorized participation is $.02 per

household in the one on-line study site reportln8 during the project period. This IS

si_ficantly less than umt losses for ATP and direct mail systems.

a. D!IFFERENCF_ 1N THE ADMINISTRATINE COST OF ISSUANCE OPERATION

_. AC:ROIl SYiTEN TY[F.S ARE NOT STATISIlCALL¥ SIGNFICANT

The administrative costs of issuance are defined to include: (1) salaries and fringe

benefits of FSP staff responsible for issuance activities: (2) automated data processing

costs associated with the FSP master file, (3) fees paid to contract issuance agents; and



(_) misceUaneous direct costs, such as, postage, transportation, and security. In the table

below, average administrative costs for issuance in the good practice sites are presented

by primary system type and overall.

ADMINISTRATIVE COSTS OF ISSUANCE FOR GOOD PRACTICE SITES

April, 1982- March, 1983

Primary Number of Administrative Cost

System Type Study Sites per Household

ATP 10 $1.70

Direct Delivery 4 1.49

On-line _ 1.91

Direct Mail 8 1.64

HIR 3 1.66

Overall _eighted 30 $1.63

Average

Many observers of the FSP have the impression that direct mail systems are relatively

low cost operations because they use less direct labor and computer support. Detailed

analysis of effective direct mail sites Indicates, however, that their labor and computer

support requirements are not _batantia.Uy lower than those of the other system types

and that the small savings that may be realized In those components are offset by higher

postage. Thus, the total administrative costs of direct mall study sites ate not

significantly different from the overall average.

Direct delivery project ara:l have the lowest administrative costs among the 30 study

sites. The absence of postage cost= for ATP delivery to clients accounts for some of this

difference. However, the small number of direct delivery sites and the variability amon8

thegn limit the validity of this estimate.

On-line project areas have the highest administrative costs. ADP operating costs appear

to be a substantial factor. As with direct delivery sites, however, the usefuin,_, of this

estimate for making national projections is limited. High administrative costs for on-line



issuance may be attributed as much to the idiosyncratic conditions of the on-line study

sites as to inherently greater resource requirements.

5. THERE ARE SEVERAL OPTIONS FOR IMPROVING FOOD STAMP ISSUANCE

Direct delivery and on-Line systems have the capacity to perform well in a variety of

settings. Adoption of either approach should be considered where a State or local FSP

agency has the resources necessary for conversion. The requirements for implementing

an on-line system are particularly sensitive to the existing computer environment. In

highly automated situations, the incremental resources that are required may not be

large, but in a relatively unsophisticated environment, start-up costs may be prohibitive.

When conversion to a direct delivery or on-line system is not feasible, adoption of

practices described earlier may yield measurable improvements in ATP and direct mall

systems. Exhibit A provides a guide to the frequency with which various controls are

used in eaCh system type. Those strategies used across types have not only the broadest

appUcabLlity, but the most promise for success. Similarly, within any one system

category the more frequently a control is used, the more likely it is to be a pre-requisite

for effective issuance.

It is important to realize that implementation of a new control does not guarantee a

reduction in issuance loss for a specific project area. The effectiveness of any control

strategy will depend on the environment in whiCh it.is implemented and some local fine

tuning. The final report provides detail on how and where eaCh control is practiced

through a comparative analysis of system types (Volume I) and a set of individual case

studies (Volume II).

6. THE _ FOR REOUC!NG ISSUANCE LOSS I5 SUBSTANTZAL

Although it is not possible to project the maximum savings that might be realized

through system improvements in all project areas, a rough estimate can be made. That

est[mate is based on the dollar value of benefits saved if the average inventory, ATP, and

mall losses of nil project areas were reduced to the level of "good performers" observed

In this study. The potential national savings is on the order of $30 million per year.
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I. IAvrRODUCTION

1. BACKGROUND AND LEGISLATIVE CIRCUMSTANCES RELATED TO
THIS STUDY

The Food Stamp Pro. am (FSP) has been a focus of both Congressionaland
Departmental efforts to address the Administration's overall goals of increasing
operational efficiency and eliminating waste, fraud, and abuse in public
programs. To this end, the U.S. Department of Agriculture (USDA) has increased
attention to the administrative costs and vulnerabilities associated with the
physical issuance of food stamp coupons.

This report presents findings of a study of existing issuance systems in the Food
Stamp Program, sponsored by the Food and Nutrition Service (FNS) of the Tu'SDA.
The two primary objectives of the study are:

· To identify and compare the operational procedures and program set-
tings characteristic of effective issuance systems

· To provide benchmarks against which the administrative costs and
benefit losses of existing issuance systems can be compared

The issuance process is described first to provide the programmatic context for
this study. Subsequent sections discuss administrative costs and benefit losses
associated with issuance, and the relationship between this study and other efforts
to improve food stamp issuance.

(1) The _uanee Process And I_nmnce System Types

Issuance is the process by which FSP benefits are delivered to households
certified to be eligible for those benefits. Specifically, issuance includes a
set of activities that begin after certification that a household is eligible for
a specified dollar amount of food stamps and continues through the actual
delivery of the food stamps to a le_timate representative of the household.
The four major activities of food stamp issuance are:

· Notification from eligibility workers to the Data Management
Unit that a household is eligible to participate in the FSP.
Depending on project area practice, this step requires that
eligibility worke, rs either (1) manually calculate the households
benefit allotment, or (2) provide budget data for use in com-
puter generation of the householc_s benefit allotment. Delays
in processing notification data or errors in a households allot-
ment level may result in an m_aut.horized issuance which is
subsequently reported as an issuance loss.

· Authorization from the Data Management Unit to the Delivery
Unit to deliver the specified dollar amount of food stmmps to
the household's representative (the client)

I-1



· Verification of client identity by the Delivery Unit staff mem-
be_ at the point of benefit transf_

· Transfer of benefits from the Delivery Unit to the client

Supporting t,hese activities are two auxiliary issuance activities:

· Inventor 7 mai_enan_ of coupons md controlled issuance
documents (e.g., food stamp authorization forms)

· Reconciliation of (1) actual issuance (coupon inventory) to
documented issuance (e.g. ATP card), and (2) documented issu-
ance to authorized issuance (FSP master file)

These activities are currently carried out through several types of issuance
systems. In 12 States the choice of system type is made at the project area
level (typically equivalent to a county decision), while in most others it is
made at the State administrative level Even under State administration,
issuance methods may vary considerably among cot_ties and sometimes
within counties. Five major types of issuance systems may be distinguished
on the basis of differences in performing the activities das_ibed above.

· Autho_za_T__te (ATP) In ATP systems, author-
izing documents (ATP cards) are generated each month, usually
by computer but sometimes manually, and are mailed directly
to clients. Each client then presents both the ATP card and an
identification card to a Delivery Unit in the project area. The
Delivery Unit is usually hot a Food Stamp Office but rather a
bank, post office, or other organization contracted to perform
this activity. After the identification card is checked, the
client signs the ATP card and e_hanges it for food stamps.

· Direct Delivery--In Direct Delivery systems, monthly authori-
zatior_ (usually ATPs) are prepared and sent to a Delivery
Unit, which may be the FSP Office or a contractor's office. As
in other over-the-counter system types, clients must present
an identification card end dgn the authorization document.

· Om-Line--On-L/ne issuance systems ace computerized systems
in which clients present identification cards to the Delivery
Unit, and the Delivery Unit staff verifies authorization by
checking a central computer file. Monthly updating of the
central computer file cormtit ut es authorization. After clients
sign a register acknowledging food stamp receipt, the issuance
transaction is recorded immediately in the computerized food
stamp master file.

· Direct Mail-In Direct Mail systems, food stamps are mailed
directly to the client. Each month, the Data Management Unit
prepares a Iist of households authorized to receive food stamp
benefits by mail. This list serves as the authorizing docu-
ment. In most cases, neither the client's signature nor identifi-
cation is required to receiv_ the food stamps. In some _s_

I-2



where benefit losses have been unacceptably hioofi, however,
food stamps are sent via certified ma/1 or registered mail; in
these cases, a signature is required but identification typically
is not requested.

· A Regular Mail system, typically used as an alternate method
of delivery in ATP project areas, requires that an intermediate
authorization document be signed by the client prior to the
delivery of a mail issuance allotment. In these mixed ATP pro-
ject areas, eligible households have the option of either
redeeming ATP cards in person at a Delivery Unit, or mailing
the ATP cards (appropriately signed and dated) to the Delivery
Unit. The Delivery Unit mails benefits to clients using signed
ATP cards as the mail authorization documents.

· Household _ce Record (HEt_The I-HR system is a manual
approach to food stamp issuance in which the authorizing docu-
ment, the HIR card, is maintained at the Delivery Unit. The
HIE card provides a continuous record of all issuance trans-
actions fee an indiv/dual household throughout the entire period
of the households eligibility. The client obtains food stamps
directly from the FSP Office (the Delivery Unit) by presenting
an identification card, which the Delivery Unit staff member
checks. The client is required to sign the HIR card for each
issuance.

(2) Adm'_tim Cmts And Benefit Losses Associated With Is_ce

In general, the /ssuance of food stamp benefits is costly to administer and
vulnerable to lms. For the 12 months corresponding to the study period,
April 1982 to March 1983, the administrative costs of issuance nationwide
reported on the SF 269 were $236.6 million.* Total issuance losses reported
during the same 12 months on FNS forms 46, 250, and 259 were $49.9 mil-
lion. This represents 0.5 percent of the benefits issued.

(3) _.frm-ts To Reduce Adm'_m Costs And Benefit

As discussed earlier, activity that is directed specifically toward improving
the efficiency and integrity of food stamp issuance has increased most
notably with the Food Stamp and Commodity Distribution Amendments of
1981 and the Food Stamp Act Amendments of 1982. Since then, a number of
initiatives have focused on this area.

* This fi_tre actually underestimates the administrative costs of issuance
since it does not include FNS Regional Office costs or most of the administrative
costs of the Federal Government. Furthermore, the State-reported costs on which
this estimate is based do not fully represent the direct or indirect costs of
issuance.



A 1982 reportfrom the General Aeeountirg Office(GAO) to the Secretary
of Agriculturerecommended severalmeasures to improve ATP issuancesys-
tems. The GAO recommendations most relevanttothisstudyare to:

· Identifythe most effectiveATP losspreventionelements and
directthatthey be used,when appropriate,infutureprogram
operations

· Review ATP replacement regulations to determine target
areas for more vigorous system controls

· Verify and review State and locel reconciliation report data to
identifyrecurringduplicateATP transactions,and thenrequire
that agencies correct flaws that promote lossthrough such
duplications

Operation Awareness is one of several relevant FNS activities. This effort
includes an FNS-directed information network designed to facilitate the
exchange of lass reduction strategies among State agencies. Through initia-
tives like Operation Awareness, State agencies are encouraged to pursue a
variety of non-regulatory approaches designed to minimize FSP vulnerabili- ,,
ties.

Ctrrent federal regulations specify a variety of practices that address basic
issuance risks. These include but are not limited to: time frames for

/ updating case changes, procedures for handling ATP and benefit replace-
ments, and requirements for household verification. Recent regulatory
action calls for (1) the establishment of loss tolerance standards for mail
issuance that are tied to State liabilities, and (2) the standardization of
reconciliation reports across different issuance systems.

The objectives of this study are dearly consonant with the recommendations
and initiatives described above. For example, the study objectives esll for
detailed and comparable descriptions of effective issuance practices. Such
information provides the basis for an inventory of lass control strategies that
are applicable to the range of issuance systems and settings. Similarly, the
development of lass and administrative cost benchmarks for effective issu-
ance systems offer FSP administrators at all levels a basis for comparing
different approaches and the performance of a specific State or locel sys-
tem.

2. EXTANT DATA DO NOT SUPPORT DRTAft.ED, SYSTEMATIC
COMPARISONS OF _PFEHENT ISSUANCE SYSTEMS

Existing data on issuance system characteristics and performance cio not meet the
objectives of this study. With respect to descriptive data, for example, there are
no reliable statistics on the current distribution of the various system types among
the roughly 3,000 FSP project areas in the United States. Even less is known
about techniques used by these project areas to reduce administrative costs and
benefit losses because the existing body of knowledge is based largely on isolated
self-reports.
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A limited body of performance data cern be aSsembled from occasional audits con-
ducted by GAO or the USDA Office of the Inspector General However, these
audits usually pertain to a few, mestly atypical project area. Somewhat more
information can be extraeted from the series of routine reports made. by State
agencies to FNS. However, because these reports were developed for other pur-
poses, each haS some inherent shortcomings with regard to issuance system evalu-
ation. The principal reports and their limitations are:

· SF 269 (Quarterly Financial Status Report}--This form is designed to
report State administrative costs f(r accounting purposes. The data
it contains are inadequate for this study since they are aggregated at
the State level and thus obscure variations within a State due to local
differences in the choice of issuance systems and operational effi-
ciency. While the form includes a separate category for issuance
easts, it is typically used only to report some FSP staff labor and pay-
merits to issuance contractors. Depending on the kind(s) of issuance
system(s) operating in a State, reported costs may be either a small or
large portion of the total cost of issuance. Other issuance expenses
(e.g., computer support, overhead) are reported but not identified in
one of the remaining ten cost centers. Thus, the SF 269 was neithe/'
intended nor constructed to support a cost analysis of FSP functions.

· Flql5 250 (Monthly Food Stamp Accountability Report)--This form is
submitted by States for each reporting point (which may or may not
corraspond to a project area). It documents the reconciliation of
benefit delivery records to the physical inventory of coupons. Any
dis(repancy (reported on line 23) is considered to be an inventory
loss. Information is also provided on the total dollar value of ma,'i
issuance replacements. While the FNS 250 centains data on the
amount of inventory loss, it does not routinely indicate where and how
the lass occurred, e.g., whether it was from a bulk storage site, from
a local delivery point, or due to clerical error.

· FI_ 46 (Manthly ATP Reeonc-_iation Report)--This form is submitted
by a designated recone/Iiation point that may or may not correspond
to a @roject area. It contains data on the number and dollar value of
total, replacement, and unmatched ATPs that have been transacted.
Initial visits to pilot sites for this study suggest that there is an incon-
sistent interpretation of what should be reported in a few categories
on this relati_ly complex form.

· 1_1_3259 (Quarterly Food Stamp Mag Lssuan_ Report)--This form is
submitted by each project area. It breaks out data for each of the
tlree preceding months with respect to the number and dollar value
of mail issuances and the number and dollar value of mail replaee-
me_ts. Until recently and through the 12-month study period, these
data have been an inaccurate measure of loss. This is because all
replacements have been treated a5 duplicates, and the gross figures
have not consistently been adjusted for returns.

Given these limitations of the avaEable information, a new data collection effort
was needed and consequently developed to address the objectives of this study.
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3. TlalRTY LOCAL PROJECT AREAS IDENTIFIED AS "GOOD PERFORMERS"
WERE SELECTED FOE ANALI"_]S

There are approximately 3,000 FSP project areas. It was necessary, however, to
sample a much .wnaller number due to the substantial amount of information
needed, the concomitant effort required, and the finite resources available for the
study. Because the focus of the evaluation is to identify issuance methods asso-
ciated with minimizing benefit losses and administrative cos_, a sampling plan
was developed to select 30 local project areas considered to operate effective and
efficient issuance systems.

As there are no data that s2stematicaIly compare the operations/effectiveness of
all project areas, FSP staff from FNS headquarters and regional offices were
asked to nominate candidates foe the study sample. First, each of the Agency's
seven regional offices was asked to nominate up to eight project areas. They were
asked to consider four effectiveness cmiteria in making nominations:

· Coeaiste_tly Low Levels Of Issuance Loss--The project area should
have experienced little or no issuance lo_ during the preceding six
months. This should be reflected in loss figures reported to FNS.

· Operating Ptoeeclures--The project area should use issuance proce-
dm-es Imown to be effectt_ in reducing the vulnerability and pro-.
mo_g the integrity of its issuance system. La addition, issuance
sTstem operating policies and procedures should be clearly stated and
well-documented in an issuancemanual

· Adm'mistrati{e l_ffieieuey--The project area should carry out FSP
functions in general, and the issuance process in particular, in a
timely, responsive manner, and with a minimum of unnecessary cost
and effort. The emphasis is on "tnnecessary" because nominated pro-
ject areas may operate expensive programs and still be efficient.

· Enviromn_mtal/Operafiug Chsdlem_,es--The project area should operate
effectively and efficiently in the context of challenges and threats to
its issuance system. This is in contrast to project areas that operate
well but, to beg_n with, face no significant problems.

In addition to possessing these four effectiveness features, nominated project
areas were to meet two additional criteria. These wer_

· Issmnee System S_bility--The project area's basic method of issu-
ance should not have been altered significantly within the last six
months (e.g., changed from one of the five basic system types to

· another).

· Project Area CooperaIimeness--The project area should be willing to
participate in the study and to cooperate with the study team during
pre-visit and on-site data collection activities.

Finally, FNS regional office staff were asked to nominate, insofar as possible, at
le, t_t one project area for each system type.
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In the second stage of the sample selection, the contractor selected a preliminary
set of sites from those nominated. Sites were chosen to approximate the distribu-
tion of system types and geographic locations in the overall population. The final
selection was made with the participation of the FNS Project Officer and several
staff from the FNS Family Nutrition Programs.

Exhibit I-i lists the sites chosen from each of the seven FITS regions. With three
emeptions, the primary issuance system identified for each project area accounts
for 50 percent or more of the average monthly value of issuance. Two of these
e_eptions are due to a change in system type during the study period. The third
occurs because of a unique combination of system features that cannot be neatly
categorized. Each of these ,_ses is des_ibed in more detail in the appropriate
issuance system chapter.

Collectively, the project areas selected are, in fact, good performers. Sample site
averages are lower than comparable national statistics reported for inventory,
ATP, and marl lasses. In addition, severs/sites employ unique approaches to food
stamp issuance that were developed specifically to minimize issuance losses with-
out increasing FSP costs. Information on individual pcoject areas and system
averages is presented in the following chapters.

The distril_ltion of system types is summarized be'low. Approximately two-thirds
of the study sites operate more than one issuance system. These project areas are
identified as mixed systems. More details on the [:articular combinations repre-
serrted by mixed systems and on their performance compared to single systems are
provided later in the report. /

Disilributicn Of Project Areas By Type Of_ee System

Primly Issmnee Number of Number of
System Single Systems Mixed Systems

ATP 3 7

Direct Delivery 0 4
On-Line 2 3
Direct Mail 5 3
HIR 0 3

4. DATA COI. L_-CTION PROCEDURES

For each of the 30 project areas chosen, three sets of data were collected: Lssu-
an_ system des_iptions, reported benefit dollar lasses, and admirdstrative oost
figures for issuance. These data were obtained through a combination of personal
interviews with State and local FSP staff, data abstraction from extant records,
and observations of issuance operatiom and facilities. A more deta_ed descrip-
tion of these measles and activities follows.

(1) Issuance Systems Were Described With Special Attention To
Vulma-ability Cmtrol

The general approach to des(mibing issuance systems was to track the flow of
information across different FSP units from notification through reconcilia-
tion, as well as the 9hysical movement of coupons from inventory sites to
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EXHIBIT I-l{l)

STb_DY SITES

II II I I II 1 J Il

ISSUanCE SY S."_--M I
FNS REGION PROJECT AREA

PRIMARY SECONDARY
, i

ii ii i ti i i

Mid-Atlantic Mercer County, ATP -

New Jersey

Allegheny County, Direct Delivery ATP.

Pennsylvania

Philadelphia Court=y, Direct Delivery ATP

Pennsylvania

Augusta County, Virginia! Direct Mail

Pittsylvania County, HIR -

Virginia
mi i i i i ,= ..

Mountain Plains Shawnee County, Kansas Direct Mail

Lancaster County, HIR Direct Mail

Nebraska I
i i m mlml

.Hidwest Marion County, indiana ATP. Regular Mail

Hamilton County, Ohio ATP Direct Mail

Cook County, Illinois Direct Delivery Direct Mail

Wayne County., Michigan On-Line -

Outagamie Count-f, Direct Mail -

Wisconsin
i i ,

Northeast Torrington CoLu%ty, ATP -
Connecticu=

Franklin County, ATP Direct Mail
New York

New York City, New York On-Line

Kennebec County, Maine Direct Mail
i i m mil m

Sou_-heast Lexington County, ATP Regular Mail
South C_ro line

Fayette County, Kentucky! Direct Delivery Direct Mail

Dural County, Florida On-Line Direct .Mail

Elmore County, Alabama Direct Mail On-Line

Calhoun County, HIR Direct .Mail

_ssissippi
mi



EXHIBIT I-1(2)

I IIII II

ISSUANCE SYS_

.=N.SR_GION PROJECT AREA .

PRI/_2_RY [ SECONDARY

Southwest OrleansParish, ATP -
Louisiana

Comanche County, ATP. Direct Mail
Oklahoma

Harris County, Texas ATP Direct Mail

Berna!illo County, On-Line Direct Mail
New Mexico

Dona Aha County, On-Line Direct Mail

New Mexico

Western San Bernard/.no County, ATP Regular Mail
California

Maricopa County, Direc= Mail -
Arizona

San Joaquin County, Direct Mail ATP.

California

Ada County, Idaho Direct Mail ATP



recipients. It should be clear that at each point where information about
household eligibility or allotment level is communicated, there is a potential
for loss due to fraud or error. Similarly, the actual movement of coupons
from one place to another is a source of issuan_ vulnerability. Given this
modeL, eight cjenerie vulnerabilities were identified that subsequentIy guided
the collect/on of data on issuance system controls:.

· Delayed Proeessh_ of Household E]{_bility Data is most likely
to occur during notification. Exeesl/ve delays may result in
the issuance of benefits in e_ess of authorized levels. For
example, an tmproeessed change in household income could
result in either an under- or over-issuance.

· Inaeetwate or Incomplete Process/rig of Housel_ld Eligibility
Data typically oeeurs during notification and increases the
probability of an error in the authorized allotment. For exam-
ple, a manually calculated benefit allotment that is not yeti--
fled by a comDuter program could result in an inaccurate
benefit allotment. While errors such ss this eau be corrected
retroactively, they reduce an agency's ability to provide timely
and accurate estimates of actual benefit losses.

· less ce Theft of A_frJlori_fi_ Doetun_ is related to author-.
izafion procedures and general inventocy controls. Loss of
these documents increases the possibility of duplicate or
unauthorized issuan.ces. ' /

· Client Misrepres,zutation or Praud at the Benefit Delivery
Pc/nt is a vulnerability associated with verification in all issu-
ance systems delivering coupom over-the-counter.

· Cmhi_ Error Resulting in O_mriss,,,n_ occurs during benefit
delivery when coupora ere counted or transferred to reeipient_
In many instances, errors are caused either by cashiers mis-
reading the benefit allotment amount or coupon books st/eking
together.

· Imm ce Theft of Marl Issuance Allotments may occur at any
print in the deliva,y phase of mail systems. For example, such
systems risk loss if inaccurate or incomplete address
information is contained in the household's master file record.

· Coupon Theft from Inventories is a f_etion of both inventory
maintenance procedures in place to monitor bulk, daily, and
working coupon inventories, and the methods used to transport
coupom between storage points and issuance sites..

· Delayed or Incomplete Reconc_iation of Lsstmaees limits the
ability of an issuance system to identify and recover unauth-
orized issuances as well as to [revent them.
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The data collection focused on identifying control strategies used by project
areas to avoid or minimize losses that are associated with these vulnerabil-
ii/es. The study team used a questionnaire covering the four primary and
two auxiliary issuance activities. It contained a set of question modules that
were ordered to correspond to the typi_l sequence of issuance activities.
The instrument was completed by initially reviewing State and, where avail-
able, local issuance manuals and then validating these system des_iptior_
on-site by: (1) interviewing FSP issuance, certification, and DMU staff, and
contract issuance agents, and (2) observing issuance activities, such as the
transfer of client benefits, the preparation of manual authorization docu-
ments and marl issuances, and the computer entry of client master file data.

(2) ]_'t_t Data Were Reviewed And Validated To Compare System Loss
And Cmt

Benefit DoIlsr Lcss Measures--The general approach to measuring project
area issuance loss was to derive local figures that correspond to elements of
FNS reports. These reports are the FNS 250, Food Stamp Accountability
Report; the FNS 46, ATP Reconciliation Report; and the FNS 259, Food
Stamp Mail Issuance Report.

Relevent data were abstracted from routine reports submitted to FNS during
the study period (April 1982 to March 1983). This information was then-
validated and augmented through on-site interviews with FSP staff and
examination of local source documents. To maximize the comparability of
issuance loss data across sites, particular attention was given to determining
how censistent routine reporting procedures are with Agency instructions.
When discrepancies occurred, source documents w_'e used to revise loss
figures according to FNS guidelines. The data collection procedures and
problems associated with each loss report are desi_ibed below.

· Coupon inventory losses are reported on the FNS 250 as the
difference between coupon inventories and documented issu-
ance. In ali but one site, FSP staff were able to generate these
reports at the project area level Inventory loss for this site
was established using the entire project area_ average loss per
household. This site, served by a contract agent, was the only
one studied that was a subset of a larger project area. Like
most contract vendors, the agent submits a single FNS 250
report that consolidates ail project area issuance locations. In
this ease, consolidated reporting made it impossible to disa_.
gregate losses for a subsection of the project area_s recipient
population. In general, consolidated reporting masks both the
reasons for inventory discrepancies and their occurrence in an
individual project area.

· Unmatched authorizations in ATP and some Direct Delivery
systems, and in one On-Line system, are reported on the FNS
46. In all but two ATP project areas, local data could be
obtained through existing information systems where counties
are the point of reconciliation, or repor_ on unmatched
authorizations are sent from the reconciliation point to county
offices for follow-up. For one'of the exceptions, figures were



projected from a three-month listing of unmatched cases in the
project area. For the other, a county estimate be.sed on State
losses was used. This appears to be a valid estimate _ven the
available information on losses charged to the local agent. In
both e_ses, FSP agency staff concurred with the estimated
values reported.

Inconsistencies in reported FNS 46 data were corrected based
on examination of source documents used to prepare the
report. These corrections were agreed to by FSP staff. The
most commonly found inconsistency was that, when aggre-
gated, categorical ATP unmatched transaetiom (reported on
lines 11 through 19 of the FNS 46) did not equal the total value
of unmatched transactions reported on line 10 of the same
form.

Because only one FNS 46 is submitted by sites operating mixed
ATP/Direct Delivery systems, it was not possible to differen-
tiate less levels between the two delivery methods. This
limitation prevented development of accurate loss estimates in
two Direct Delivery sites.

On-Line project areas are not typically required to report on-
on-line issuance activity. However, on-line issuance activity
was reported on the FNS 46 by one of the study sites. Data
from this report were used to estimate losses resulting from
unmatched on-line transactions.

· Duplicate mar issuances are reported by project area on the
FNS 259. For mcat project areas, the number and value of
mar replacements are adjusted by the number of corresponding
original allotments that get returned to the FSP office.
Adjustments were made to reports from the two project areas
that do not follow this practice.

· HIR project areas are required on a semi-annual basis to con-
duet an audit of documented transactions as shown on }ER
cards to authorization records (i.e., case records). This audit
of 20 percentof the activecase recordsrevealsdiscrepancies
resulting in tmatrthorized issuance. None of the HIR sites
studied reported any discrepancies between documented and
authorized levels.

After these FNS report elements were generated for project areas in the
study, a number of unit l a_ statistics were computed. These are sum-
marized in Exhibit I-2.

Benefit loss indicators were selected to compare categorical and total Lmit
losses across and within system types. To compare across system types,
however, required the use of a denominator common to all system types.
This common denominator is the "number of participating households", which
is reported monthly on the FINS 256, Report of Project Area Participation
and Coupon Issuances. The number cannot be disaggregated by issuance
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E_..IB__T I-2

INDICATORS/LOSS MEASURES BY SYSTF-._ TYPE

ii ill i i i i i i i
APlP_CZABIL_TY TO SYSTEM TYPF.S

LOSS HEASURZ

PRIMARY XHDICAT'_R (DATA SO(JIClp) ATP DIRECT ON'LINE I DIRECT HXR

OELZVERY { MArL

lnvmnc_ry Foss Per _ 2S0, Line 23, _ot. aX g X X X X
Roueehold V&lml Ot Zssuince DL£fLc-

encl 4- _ 256, TOt.A1
Numblr of P&rCicl.mtttng
_holds

Mail r.,osl Per Rouseho].d' LeNS259, Column 7e, Value X
O_ hp].&ceJnanCs 4.- _ 256,
To_al Nt_mbegOf P&gT.icL-

GhtcAaq Ha,Aae2mIch

ATP Lost Per Household F_S 46, LAAe 1-0, Va].ue Ot X g
UMm_ched &TIPs 4- FNS 2S6,
Total Ntli_eret _l=tic_-

IMt_aq Households

,o'.al "_SO Per HQusehold FNS 2SO, LLAe 23 And LeNS X X X )C X
2S9, Colunm ?e And FtqS 46,
Lime 10 (Aa ApplAcable) 4-
F_S 2S6, _v.&L H_mi_er Of
Pm ii_m_ HoutehoXd$

_li_ Lose Peg Mail ZsJmenct" FNS 259, CoLuan_ ?e, Value X
et _eplaceoance ._ INS 259,
Colum_ ?a, m_umbe:0£ Aail

Ha£1 :lsuance RmgLacmnenC _ ?59, Colmm 7b, l_mbef X
Pate' O_ nepl&ceemn_s 4, F_S 259,

Colmlm Ti, lhil04_ Of I'_Ai
Xmt %w,t'_et

ATP Tons IPe_ AT1P L'WS 46, LAAe lO, Value 0£ X X
?ransacC),on OmlaCched A_PI 4 rHS 46,

8, ToUL AT]Ps
Transacted

ATP Replacenlnl: hca r_s 46, :.Ami 9, Total X X
hpXicemonC A_PS ?xaALucced
4. fRS 46, LJale il, TOtal
ATPe _afiemccecl

)%leo -,ppLic_ble in mixed project aria vherl m4_.L ia _leKI aa dm a._.l'.ernal:4 delivery ma'_hod.



system _:/pe. Thus, for each category of kss reported by a project area tbs
loss per household is based on the total number of participatin_ households.
These individual loss indicators are summed to provide a comparable overall
loss figure for each project area.

To get a system specific indicator of loss a second denominator is used--loss
per transaction/issuance. The per tramaetion/issuanee loss is based on the
number of times households receive benefits. For a single system project
area, the total number of tramaetions/issuanees typically exceeds the
number of households. However, in project areas with mixed issuance
systems the number of either ATP tramaetions or marl issuances is obviously
less than the total number of households participating.

Consequently, the relafionshiD between the s/ze of per household and per
transaction/issuance losses varies across project areas. For single system
project areas loss per household will be greater than loss per
transaction/issuance. In contrut_ for mixed systems, the loss per household
will be less than the comparable toss per transact[orr/issuance.

The ATP replacement rate is a measure of how often replacement ATPs are
produced within a project area. In general_ the more replacement ATPs that
are generated, the greater dmnce there is for an error to occur. Therefore,
a retatively high replacement rate may flag the need for replacement con- -
trol strategies.

The marl replacement rate is a meastre of how often replacement mail
issuances are produced within a project area. In general, the absolute value
of both the loss per household and the replacement rate percentage should be
dmfiar. Large discrepancies between the absolute values of these two
meastres may indicate the need for additional mad loss analyses. For exam-
ple, a replacement rate lower than the dollar loss per household meats that
the average value of replacement issuances exceeds the average value of
original issuances. This might be the result of higher losses reported by
clients receiving large monthly allotments. If this is the case, the project
area may want to certify mae delivery for allotments over a certain dollar
value.

Administzati_e Cost F..stimates--_ major objective with respect to admin-
lstrati_e costs was to estimate and eom_ve total issuance costs across pro-
jeet areas. To do this in a valid manner requires total estimates that are
based on comparable cost elements. Information on individual elements also
provides some explanation for variations across project areas.

Data were collected for the four primary cost components of food stamp
issuance: direct labor, contract issuance eosts_ automated data pvocess/ng
(ADP), and other direct costs (he., [:x)stage, coupon storage and security
charges). This information was obtained for the period between April 1982
and March 1983 through record abstractiom and staff interviews. Opera-
tional definitions of these categories and a description of data limitations
follow.

1-11



· Direct Labor includes the salaries and fringe benefits of State
and local FSP staff with direct responsibility for project area
issuance. The first measurement task was to establish through
interviews which and how much time Program staff spend on
the six issuance activities described in Section 1. Actual
salaries and fringe benefit rates were then used to calculate
direct labor costs for full-and part-time issuance staff, as well
as other personnel performing some issuance functions (e.g.,
certification staff who prepare manual authorization docu-
ments, DMU data entry operators who update computerized
master file records).

· Contract Imuan_ Costs refer to the charges billed by a vendor
for carrying out one or more issuance activities -- most often
the delivery of coupons to food stamp households. The ques-
tion of how much these charges differ from contractor costs
was not addressed in this study since contractor invoices
represent actual costs to an issuance system.

In most _ses, contract issuance costs are not distinguisheci
beyond a fiat rate or transaction fee. These typically include
some tm differenti at ed comb/nation of direct labor, ADP,
coupon storage, and security costs. Consequently, the contract
cost category overlaps with the others. Since the goal is to
estimate and compare total administrative costs of issuance,
however, this overlap is not a serious deficiency.

More problematic is the fact that eon_act costs include over-
head and profit components, which are not included for FSP-
operated sites. Without any adjustments to the data, total
issuance costs will be systematically biased in the direction of
higher costs for projeat areas with vendor-operated Lssuance
systems.

A crude estimate of the size of this bias is ten percent. This is
an FNS estimate of the Agency's overhead rate. While there is
not enough justification simply to increase the total issuance
cost of all Program-operated systems by this amount, specific
comparison between vendor-and Program-operated issuance
systems should consider an adjustment of the appropriate
magnitude.

· ADP Casts for local issuance are typically based on an alloca-
tion of central, State-operated computer costs, which
include: equipment operating charges, salaries of ADP
personnel, and computer supplies. The allocation of these
costs is usually based on actual usage by the FSP of computer
time (measured in central processing seconds), computer
storage (measured in millions of characters), and programmer
services (measured in staff hours). This allocation method is
very reliable in segregating FSP costs from other programs
served by the computer because all three of these cost
variables are well-documented by the computer's internal
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accounting system. The method is also comparable to the way
private computer vendom bill FSP agencies for computer
services. However, the ADP costs associated with creating
and maintaining the household master file are applicable to
both issuance and certification, and computer allocation
methods do not differentiate between costs that are primarily
issuance versus certification. Therefore, the practice in this
study is to count the entire cost of setting up and maintaining
a household master file as an issuance cost.

The ADP cost estimate excludes costs associated with system
development since these costs were not uniformly available
and accessible from accounting records maintained by the FSP
agency. Develcgment costs would be of limited value to the
study as a relative measure of system costs because develop-
ment costs see sensitive to the base from which they occur
(e.g., period of development, contractor versus FSP develop-
ment, type of hardware/software).

ADP costs in some project areas include data entry associated
with processing notification forms, eligibility changes, and
trarsacted ATPs. In other proieet areas these functions are
provided by FSP staff and are accounted for in the direct labor
category.

· Other Direct Costs include local issuance charges for postage,
coupon storage, and security. Costs reported in this category
tend to vary between project areas. For example, in some
project areas, security guard coverage is included as a direct
labor cost be(muse FSP staff are assigned to monitor issuance
activities. In other project areas, this cost is reported as
"other direct cost" because coverage is provided by a contract
seetwity agency. In addition, direct costs unique to a certain
system type or method of issuance were captured in this cate-
gory. Such costs include the fees paid to vendors who trans-
port authorization decuments from the FSP agency to the
issuance vendor, and the cost of leasing specialized issuance
equipment (Le., coupon stuffing machines).

6. DATA AlqALYS_ A1TDPRESENTATION 01_ RI__

(1) D_a Analysis Is Based On A Descripti_ A_roaeh

Study results are based on a descriptive analysis of project area operating
characteristics that minimize vulnerability to loss in different system types
as well as environmental settings. This analysis involved a comparison of

'sites within each category of system type, as well as comparisor_ between
system types.

The questions underlying this analysis included:

· Which vulnerabfiity control strategies are most likely to be
used within and across system types?
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· Which system vulnerabilities are least likely to be controlled
across and between system types?

· Are there particular control strategies common to project
areas with low benefit dollar loss as indicated by the measure
most related to the corresponding vulnerability?

· Do the project areas with lower losses tend to use certain con-
trol strategies in combination?

· How do the loss performance levels in the study sites compare
(both collectively, and by system type) to national performance
levels?

Limitations to this analysis are tied to the absence of (1) comparative data
on sitesthat do not perform as well as those studied, and (2) comparable and
complete performance indicators across and between the five system types.
However, these limitatiom do not appear to dispel the face validity of study
findings. These findin,,o,s are: (1) in some instances specific practices result
in perceptibly lower losses, (2) conceptually and intuitively, the implemen-
tation of certain controls reduce system vulnerability to loss, and (3) col-
lectively, the study sites perform well below nationally-reported loss levels.

(2) State And Local PSP Directors Are Expected To Be The Primary
Audience For Study Results

This project in general and the final report in [:articular are intended to help
State and local Program directors assess their own food stamp operations
and identify applicable controls. The following steps are suggested to maxi-
mize the report's usefulness

· Comi_re the isst_nce costs and losses in a State or local juris-
diction to benchmarks for the set of "good practice" sites with
the most similar issuance system(s). This can be done by
examining exhibits on reported losses and administrative costs
in the appropriate system chapter (e.g., Exhibits 11-2 and 1I-3 in
Chapter Two, ATP Systems).

· Explore possible reasons for-performance differences by
reading the descriptions of issuance controls for the same
"good practice" sites (e.g., Sections I through 8 of the ATP
Chapter). This should be especially helpful for directors who
manage issuance systems with losses that are greater than
similar "good practice" sites. Each director will have to judge
which of the control strategies described are not currently
used but could be applied to his/her jurisdiction.

· It is important to realize, however, that implementation of a
new control does not guarantee a reduction in issuance loss for
a specific area. The effectiveness of any control strategy will
depend on the environment in which it is implemented and/or
some local fine tuning. To assist directors in choosing controls
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CHAPTER TWO

AUTHORIZATION-TO-PARTICIPATE SYSTEMS



with the greatest likelihood of success for his/her jurisdiction,
additional information is provided on project area character-
[sTies (e.g., introduction to the ATP Chapter), the frequency
with which a particular control is used across "good practice"
sites (see Exhibit VII-l), and a set of detailed case studies in
Volume Ii of this report.

· Finally, ff a direetor determines that his/her issuance system is
virtually identical to the operation but not to the performance
of comparable "good practice _ sites, some thought should be
given to chan_ng the type of issuance system. In general,
Direct Delivery and On-Line issuance systems warrant the
most serious consideration because they offer substantial
control over authorization. The features of these system types
are described in Chapters Three and Four, with more detail
provided in the relevant ease studies from Volume II.
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II. AUTHORIZATION-TO-PARTICIPATE SYSTEMS

The Authorization-To-Participate (ATP) system is used to deliver about 60 per-
cent of the benefits in the Food Stamp Program (see Appendix bO. This system
type, whieh requires elient transaction of a paper authorization document, was
started in the early 1970s to expand the capacity of local food stamp offices by
spreading the issuanee function to a variety of issuers, such as banks, post offices,
and private cheek cashing services. In ATP systems, authorizing doeuments (ATP
cards) are generated eaeh month, usually by eomputer but sometimes manually,
and are mailed directly to clients. Each elient then presents both the ATP eard
and an identification eard to an issuance agent in the project area. After the
identifieetion card is eheeked, the client signs the ATP eard and exchanges it for
food stamps.

Our study included ten project areas that have been identified to use ATP systems
effectively. Exhibit E-1 on the ne.ct page displays average monthly partieipation
data for each ATP project area, and the type of issuance agent employed to trans-
fer benefits. Highlighted below are the major operating similarities and differ-
enees found among the ten project are_ studied.

· All of the project areas use computer-generated ATP cards to autho-
rize routine monthly benefits. Six project areas allow non-routine .
ATP cards to be prepared manually. The other four project areas
require eomputer-generation of all non-routine ATP cards.

· Seven project areas use either direct or regular mail as a secondary
method of benefit delivery. Five project areas limit direct coupon
mailing to specified population groups (e.g., the elderly) or remote
project area locations. The other two project areas use a regular mail
system that allows clients to choose either over-the-counter or mail
issuance.

· Five project areas contract with private vendors to redeem ATP cards
and issue coupons over-the-counter. One of the five also contracts
out the direct mar issuance of coupons,

· One project area maintains a manual Household Issuanee Record (HLR)
card on all eligible households. This HIR file is checked when a client
presents an ATP card for redemption, and is updated with the date
and benefit amount after benefits are issued. Unlike the other nine
ATP project areas, which conduct a monthly, computerized reconcil-
iation of ATP transactions to authorizations, this project area bases
its reconeiliation on a manual eomparison of ATP transacted to HER
card documentation.

The methods and praetices used by these project areas to minimize duplicate issu-
ance and reduce other system vulnerabilities to loss are described in the first
eight sections that follow. The remaining three sections present data on reported
benefit lo_ and administrative costs of issuance, as well as a summary of ATP
system strengths and weaknesses.
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1. DELa_YED PROCESSING OF HOUSEHOLD ELIGIBILITY DATA

Delayed processingof notificationdata resultsina temporarylack ofinformation
reg-arding the eligibility of a particular client for benefits. In certain situations
this may result in a duplicate authorization being generated or an unauthorized
issuance to the client. Duplicate issuance can occur when a certification worker
issues a manual authorization document to a client requiring expedited service and
fa_s to update the client's computerized master file record. In this example, the
system, unaware that a manual ATP has been produced, generates a second autho-
rization document which is ma_ed to, and sometimes redeemed by the client.

Other forms of unauthorized issuance can occur in much the same fashion. Fail-
ure by either certification or data management staff to update the client's master
file record can result in the printing of an ATP that contains incorrect benefit
information. For example, an tmprocessed change in household income could
result in either an over- or under-issuance. Likewise, failure to notify the system
of a termination of food stamp benefits could result in an unauthorized issuance.
These procesmng delays may result in unmatched issuances at the time of recon-
ciliation, which in turn are reported as issuance losses on the FNS 46 report.

All the effeetive ATP systems studied are responsive to FSI) requirements for
prompt handling of notification data. Since these sites have computerized eligi-
bility files, they have developed automated procedures to control and expedite
data process/ng. Four techniques appear to reduce vulnerability related to delays
in establishing or updating client authot'ization records (see Chapter VI, HIP,
Systems, for a discussion of techniques applicable to manual systems).

· One-Day Tt=narotmd Time--Most of the ATP project areas attempt to
process notification data within one day after receipt from the cer-
tification unit. In all but two of the sample project areas, this is
facilitated by having data entry eapab/lity in or adjacent to certifi-
cation areas.

· Batch Control--All of the sample project areas employ a numbering
system to prevent documents from being lost and to monitor timely
completion of corrections and updates. Such systems automatically
assign a document number or date to each notification form. This
information assists project area staff in identifying where data are
stored and when the information was processed. Additionally, project
areas that have' centralized data entry use a clerical support unit to
batch, inspect, and verify notification transactions. ·

· Processing Deadlines--All the effective ATP project areas establish
an end-of-month cutoff date for processing updates to the authori-
zation master file, thus ensuring that all required changes are made
prior to ATP printing. Failcre by certification staff to adhere to
these cutoff dates may result in administrative errors that are subse-
quently reported as deficiencies in a certification unit's performance
rating. Project areas ,tqo provide a procedure for locating and "pul-
ling" ATPs that need updating (e.g., address change)after the cutoff
date but prior to the monthly mailing. Typically, this* involves a

· certification worker notifying issuance or data processing staff in



writing that a client's ATP card should be (1) held pending ftrther
instructior_s. (2) diverted to a local office for client pick-up, (3)
mailed to a different ad. ess, or (4) voided due to a change in client
circumstances.

· Master File U[xIate Prioritization---Should a backlog of notification
input documents occur, data entry staff in all project areas si'e
instructed by their supervisors to process new cases and changes that
affect benefit levels first. This practice ensures that processing
delays do not result in the overissuance or unauthorized issuance of
food stamp benefits.

Deta for one project area illustrate how some t_matched issuances initially are
overstated as a result of delays in updating the household master file. In this rite,
unmatched issuances (reported in the "other" category of the FNS 46) were due, in
part, to emergency ATP cards that were manually produced without promptly
updating the authorization file. FoLlow-up of these discrepancies by FSP staff led
to the decrease in nonmatches that is reported below.

Number of
Umnatched ATPs '

Be@orted in the %ther" category
on line 19 of the FNS 46 97

After three months' foLlow-up 22

After six months' follow-up 11

While these data do not necessarily indicate a real savings in benefit doLlars
issued, they do show the potential for (1) reducing administrative costs associated
with certification worker follow-up of unmatched issuances, and (2) arriving at
more timely and accurate estimates of benefit doLlar lcss.

2. INACCURATE OR INCOMPLETE PROC'ESSIHG OF HOUSEHOLD
ELIGIBL1TY DATA

The complex, high-volume data collection systems that support ATP systems are
vulnerable to inaccurate and fraudulent input. All of the project areas studied use
a variety of computer edits and security procedures to control access to and
content of household notification data:

· Specification Edits--Ail systems provide edit checks that prohibit the
entry of data that fall outside specified values. For example, a file
will not be updated if an input transaction does not contain a value
for "Family Income" or if the value is not numeric.

· Logical Edits--Ail systems provide some form of log/cal checks of the
notification information entered. Mcst commonly, these systems
check to see that:

- Only one household record exists for a given social security
number
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- Only one householdrecord existsfor a given addressand
apartment

- A zipcodeiswithinprojectareaboundaries

Projectaresswiththe mcat sophisticatedinformationsystemshave
developedlog'icaleditsthatcan:

- Automatically place a mail issuance household on alternate
delivery if the el/ent has reported a previous mail loss

- Reject a request for benefit authorization if the household has
not received a pre-registration clearance. Such clearance
indicates that neither the head of household nor household
members are currently participating in the Food Stamp Pro-
gram

- Identify data entry or certification errors by rejecting requests
for (1) more than one routine issuance per month, and (2) a
replacement allotment that, based on the master file record, is
not the same as the original amount authorized and issued

- Reject requests foe more than two replacements within a six
month period

· Au-tom-ted Benefit Caleulafion/Vedfieat/am--All computer systems
provide the capability either to compute the household benefit
amount automatically or to check the benefii allotment computed
manually by the certification worker. Several systems support auto-
marie update of benefit amounts for all eases based on revised eligi-
bility criteria.

· Com_ter Access Cmttol._--A]l systems have built-in security fea_
tures that limit access to notification and authorization data to
selected personnel For example, changes to the master f/lc can be
made only by data entry personneL, each of whom is assigned a pass-
word and operator number.

3. LOBS OR TTrR.I;T OF AUTHORIZATION DOCUMENTS

Before processing, food stamp authorization documents (Le., blank ATP cards) are
vulnerable to theft, falsification, and subsequent redemption by unauthorized indi-
viduals. Routine, monthly authorizations are usually computer-goenerated and
mailed directly to the client. Access to ATP computer forms is monitored closely
by data processing staff who are required to ma/nta/n deta/led ATP form usage
and destruction documentation. Thus, for each computer run, the number of ATPs
processed must equal the number of blank ATP forms used. However, blank ATPs,
used by local certification office staff to prepare non-routine authorizations
manually, are highly vulnerable to unauthorized use unless monitored carefully by
project area staff. Two observed practices minimize the fraudulent use of ATP
cards in the six project areas that allow manual on-site preparation of emergency
and replacement ATP cards:
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· Limited Access To Bl_nk ATP Cards--Inprojectareas that maintain
an on-site inventory of blank ATP cards, access to working inventory
islimitedto two projectarea em ployees--acertificationsupe_rvisor
and an issuanceclerk. Typically,the supervisorisresponsiblefor
monitoringblank ATP disbursement mhd issuance. Management of
blank ATP inventory consists of (1) storing ATP cards securely in a
locked file cabinet or safe, (2) maintaining an ATP issuance roster
that contains the date of ATP issuance as well as information identi-
fying the elieat and certification worker, (3) conducting daily and
monthly inventory reconciliation of issued ATPs to blank ATPs, (4)
requiring supervisory approval of all ATPs issued, and (5) in one site,
requiring monthly third-party audits of manually issued ATPs agaiPmt
case records.

· Serialized Identification Cerd--Two of the six project areas men-
tioned above require the use of serialized food stamp identification
cards and either computer print or manually type the client's assigned
serial number onto his/her ATP Card. These numbers are compared at
the delivery point in order to decrease client misrepresentation. It is
reported, however, that this practice also increases ATP replace-
merits. For example, each time a clientreportsthe lossof his/he}
identificationcard, a replacement ATP containingthe new serial
identification number must be generated. Likewise, a data entry or
typographical error can result in an ATP that does not match a eli-.
ent's serial identification number, thereby requiring the client to seek
a replacement. Replacements not only increase administrative costs,
but the probability of error as well

After processing, ATPs are vulnerable to loss or theft in the mail If the client
reports that his/hor ATP card w_s stolen or not received, the food stamp agency
may issue a replacement ATP card. Replacements may be manually prepared or
computer-ge, nerated. These replacements can lead to duplicate issuances when
both the ori_nal and the replacement are transacted either by the client or by the
client and another, unauthorized person. According to national FNS 46 data, over
36 percent of the loss in ATP systems is the result of duplicate transactions.

All of the visited project areas in the study kmve implemented FNS replacement
regulations and developed additional procedures for preparing and distributing
replacement ATP cards. Typical procedures require:

· A limit of two replacements within a six-month period

· A minimum waiting period of five days and a maximum of ten days
from the date an ATP is reported missing until a replacement is
generated

· An affidavit signed by the client
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· Delivery of replacements to the client at the certification or issuance
unit (Le., not marled)

· Generation of manually prepared or computer-generated replace-
ments only after appropriate approvals are obtained

Loss data from ATP project areas in the study indicate that systems replacing
authorizations by computer have lower losses resulting from FSP agency error and
unmatched ATP transaetiorm than systems generating ATP cards manually:

Number of Average Loss
ProjectAreas per Hct_ehold

Computerized Replacements 4 $0.01
Manual Replacements 6 $0.07

Computer replacement reduces loss due to FSP agency error (line 14, FNS 46). and
other unmatched ATPs (line 19, FNS 46) for four reasons: (1) notification data
required to generate replacements are computer edited for logical and specifica-
tion errors, (2) a cheek can be made against master file eligibility data, (3) dupli-
cate replacements are rejected by the system, and (4) the number of replacements
in a six month period can be tracked more easily and excessive requests automati-
cally rejected by the system.

4. Cr.rRNT MIS_;PRESENTATION_FRAUD RESULTING IN OVEP, ISSUANCE

The caseload size and the number of benefit delivery sites impact on a project
area's ability to control vulnerability to loss from client misrepresentation.

Project areas with small caseloads and one or two delivery points are least vulner-
able because cashiers become acquainted with eligible clients and identification
occurs by sight. Areas with large, high turnover caseloads, combined with a
relatively lsrge number of delivery sites and individual _shiers, require different
procedures to avoid lc_ through misrepresentation. Specifically, these procedures
were observed:

· Va-ffieatica of Client Signature--Two project areas use food stamp
photo identification cards that must be presented at the time of
benefit transfer. In seven of the other eight project areas, cashiers
may request a second identification containing the client's photo--
graph, if the signatures on the ATP and non-i_oto food stamp identi-
ficalion do not match.

· Predesignation of Authorized Representative--Nine of the project
areas require that authorized representatives be identified on the
ATP card or on the client's identification card, or in both places. One
project area issues a separate identification card to client-designated
authorized and emergency representatives. These representatives
must then follow the signature comparison procedure outlined above.
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· Use of Regiscope Cam eres--O ne project area requires persons without
some type of _hoto identification to be [:hotogra_hed, with their non-
photo ID and the ATP card, at the time of benefit transfer. If the
R_'iscope transaction results in a duplicate issuance, the camera film
is used to determine whether the client or a third party was respon-
sible for the fraudui_qt redemption. After implementation of the
Red, scope camera, this project area documented an 81 percent reduc-
tion in duplicate transactions. During the period January through
June 1977, the project area reported the trar_aetion of 123 duplicate
ATP cards. Over the same time period in 1978, the number of dupli-
cate transactior_ dropped to 23.

· Assignrnent Of FSP Monitor 17unction--Local FSP personnel are
assigned to train vendor cashiers in improved detection of invalid
ATP s and to act as monitors. Monitors can be called by cashiers
whenever there is a question about the validity of a particular ATP.

5. CASRm. R ERROR RESULTING IN OVE]III_UANCB

OveHssuance can also occur as a result of esshier error in delivering coupom to
clients. It appears that a combination of redundant cashier practices combinecl
with an even client flow reduces overissuanee. Six practices were reported to
reduce cashiering errors resulting in overissuance:

· Double Counting--In all ATP project areas, coupon books are counted
twice prior to benefit transfer--first, when removed from working
inventory, and second, when handed to the recipient. In some project
areas, the client is required to recount the coupon books before
leaving the issuance area.

· Pre-Benefit Transfer Coupon Book Separsfion--All sites noted a prob-
lem with the two and seven dollar coupon books. Because these books
are bound with glue, there is a tendency for them to stick together.
An additional effort to separate book denominations before issuance
was reported to reduce overissuance of these coupon book denomina-
tions.

· Staggered Isstmnee--When issuance is concentrated during the first
two or tl_ee days of the month, cashiers must transfer ahigh volume
of benefits in a short time period. This high issuance volume appears
to result in o,,shiering errors. Staggered issuance, practiced in nine of
the ten project areas, permits an even client flow that is reported to
reduce cashiering errors. Additionally, one of these project sreas
assigns issuance staff based on the volume of ATPs transacted.
Volume in_reases/decreases, which are monitored continuously by FSP
staff, are met with aecempanying increases/decreases in issuance site
staffing levels.

· Assignment Of Overissuanee Liability--Vendors and government
agents are held liable by USDA for coupon inventory discrepancies.
One contract issuance agent requires teller reimbursement for inven-
tory shortages. In one government-operated issuance site, inventory
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errors are used to assess cashier performance; excessive errors may
result in disciplinary action. All contract agents and one government
issuance site are held liable for the transaction of expired and out-of-
state ATP cards.

· Verification Of M_mally Prepared ATP Ca'ds--Typographiesl or cer-
tification worker errors appearing on manually produced ATP cards
can result in t_tauthorized overissuance or mmatched issuance. One

ATP project area requires cashiers to verify the typed accuracy of
manual ATP cards by (1) comparing the benefit allotment and coupon
book denominations typed on the ATP card to a preprinted breakdown
of books by allotment amount, and (2) matching the household size
and ailotment amount appearing on the ATP card to a master listing
of standardized household allotment levels. If a cashier detects an
error, the client is referred to his/her certification worker, with a
note explaining why the ATP cannot be redeemed.

· Cashier T 'raining--One of the ATP ,,ites conducts comprehensive
cashier training that is designed to reduce loss caused by cashier neg-
ligence_ client misrepresentation, and falsification of authorization
documents. This training program also instructs issuance personnel in
all aspects of program operations, thus providing staff with an under- ,,
standing of how and why lass occurs and what effect such loss has on
overall system performance. In addition to ongoing training, cashiers
are held accountable for all transactioP, s they process--if a cRshier
performs below established standards, disciplinary action is taken.

6. LCd8 OR T_aFT dF MAIL ISSUANCE .Ar.T.OTMB}rrS

Seven project areas use mail as a secondary method of benefit delivery. Several
practices were found to minimize losses resulting from coupons reported by the
client to have been lost or stolen in the mail (NOTE: For a more detailed
des_iption of practices designed to reduce mail loss refer to Chapter V, Direct
Mail Systems).

· Certified Mai-One project area certifies all allotments greater than
$99 and any others delivered to high-risk zip code locations, i.e.,
densely populated low,-ineome areas.

· Special Cli_t Popularly--Four project areas limit mar issuance to
selected e.tient Pot:ulations, such as the aged and handicapped or indi-
viduais residing in remote communities in the project area.

· Alternate DeU'_ry lmlmsed After One Reported Mai Lcss--FNS
regulations require that FSP agencies place mail issuance clients on
an alternate method of delivery after two reported losses within a
six-month period. To minimize the risk of multiple mail issuance
replacements, five peoject areas require that clients reporting one
mail l_ss be placed on over-the-counter delivery for the remainder of
the client's certification period or _til the certification worker
determines that the threat of loss has been eliminated. One project
area mails replacement issuances via certified delivery.
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· Mm] Issuance Interview--In one project area, certification workers
interview all etients requesting mail issuance about the security of
their mailboxes. During this interview, elien_ are asked questions
regarding the number of individuals who brave access to the mailbox,
the security of the mailbox if it is located in a public area (i.e.,
apartment building lobby), and the incidence of previous mail losses.
If the certification worker believes that there is a potential for mail
loss, the client is placed on over-the-counter issuance until the threat
of loss is reduced or eliminated.

· .A_nalysis Of Mm] Lc_s And Returr_--Issuanee staff in all seven project
areas using mail issuance conduct routine analyses of reported mail
lcss, which in turn are reported to the postal service for further
investigation. Such analyses, which are summarized on the FNS 259,
result in the identification of delivery areas that require special
handling (e.g., certified mail or alternate over-the-counter delivery).

By conducting routine analyses of mail returns, project area staff also
can begin to identify patterns that may promote loss. For example, a
project area that experiences a high rate of returned allotments
monitors such returns to pinpoint the reason for nondelivery. Reasons
may include (I) failure by certification staff to submit timely notifi-
cation updates, (2) delays in processing notification updates, or (3)
inadequate instructions to clients regarding the reporting of changes.
in address.

7. TTql_FT FROM COUPON STORAGE OR WOlq.KING INVENTORY

This vulnerability affects all project areas and issuance locations where coupons
are kept. In small, isolated project offices, this vulnerability may be compounded
by the fact that insufficient on-site security is available for monitoring and safe-
guarding coupon supglies. Several practices were found to prevent inventory
theft.

· O_-6ite Bulk Storage--On the average, the project area issuing points
maintain a three- to six-month bulk supply of coupons. Because of
inadequate issuance site security, two project areas store their bulk
coupon supplies at off-site, secured facilities (i.e., bank and FSP
agency distribution point).

· Limited Accel% Dual V_a-ifi_tiim--AE project area issuance and bulk
storage sites follow FNS regulations and guidelines regarding the dis-
l_ursement, receipt, transfer, and destruction of food coupons. Inven-
tory activities are carried out by at least two authorized staff mem-
bers who are responsible for verifying coupon shipments and inventory
disbursements. Additionally, only a limited number of project area
staff lave access to coupon supplies--typically, the project area
administrator, issuance supervisor, and head cashier.
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· _ce Area Security--All of the project areas studied take added
precautions to ensure that coupon inventories are safeguarded against
potential ove."-the-counter theft. Typical practices include:

- Separating working inventories for each issusnee cashier to
identify internal theft and to monitor the accuracy of indivi-
dual cashiering activities

- Using on-site combination lock safes or locking inventory
drawers to safeguard daffy and working coupon supplies

- Enclosing and limiting access to cashiering cages to prevent
theft of coupons and authorization records

To further reduce the risks associated with maintaining on-site cou-
pon supplies, several of the project areas serving large caseloads have
added one or more of the following controls:

- Installing a security alarm system that alerts a local contract
security agency or police to an attempted robbery or suspicious
disturt:ance (including such devices as sound and motion detec-
tors located in coupon storage area; silent alarms, loeated in
the cashier and receptionist areas, to signify both inventory
tampering and suspicious disturbances; vault and issuance area.
surveillance cameras; and time-delayed combination lock
vaults)

- Stationing security guards (often off-duty police officers), in
issuance areas during heavy periods of issuance activity

- Assif_ning police or security guard escorts during the transfer
of coupons between the issuance sites and the daily storage
site

· Vendor Security--In the five project areas with private vendors, con-
tract agreements require all iss,=,nee agents to maintain adequate
records and internal controls that ensure propercoupon kssuaneesand
to maintain daily records of coupon books reeeived, issued, and
on-hand. Issuance site re one site,

requiring monthly third-party audits of manually iDA, State FSP, or vendor.

8. DELAYED OR INCOMPLETE RE CON CIL/ATION OF _SUANCES

Monthly reconeiliafion of transacted ATPs with household issuance files is per-
formed by eomputer in all but one of the ATP project areas studied. This process
includes creation of an exception report of errors that may have resulted in bene-
fit loss. The two main categories of en_eptions include:

e Duplicate ATP Transacted--Two or more ATPs were transacted for a
single household.
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· Unmatched ATP--An ATP is transacted for which no authorization
record can be found on the master file.

Both ty_pes of exceptions require follow-up to determine if a loss has actually
occurred or if the duplicate or unmatched condition can be explained. For exam-
ple, as noted in Section One, a major explanation for unmatched ATPs that are
reported is a delay in processing notification data. If notification data do not
reach the master file befcre monthly reconciliation is done, an exception is
reported. All but one of the visited project areas distribute exception reports to
the corresponding FSP office. Certification workers are responsible for deter-
mining the exact nature of the exception and initiating appropriate corrective
action (such as resubmitting client notification data).

9. BENEFIT LOSSF_ PER HOUSEHOLD AVERAGE $0.14 IN SINGLE ATP
SYSTEMS; $0.15 IH MIXED ATP/DIRECT MAIl, SYSTEMS

Benefit lcss among project areas using ATP systems is based on data reported
during the study period on the FNS 250, FNS 259, FNS 46, and FNS 256 reports.
The following indicators (displayed on Exhibit ]I-2 and explained in Chapter I) are
used in this section to (x_m[:are the loss experienced in the ten ATP project areas:

e' Inventory Lcss Per Househol_FNS 250, Lille 23, Value of Issusnee
Difference divided by FNS 256, Number of Participating Households)

· ATP I_ss Per Household and Transa_ _ (FNS 46, Line 10, Value of
Unmatched ATPs Trarmaeted divided by FNS 256, Number of Partiei-
pating Households and FNS 46, Line 8, Total ATPs Transacted)

· Marl Less Per Household and Issuan_FNS 259, Column 7e, Value of
Replacements divided by_ FNS 256, Number of Participating House-
holds and FNS 259, Column 7a, Number of Mail Issuanc,,_)

· ATP P,_p_m_t Rai:_FNS 46, Line 9, Total Replacement ATPs
Transacted divided by FNS 46, Line 8, Total ATPs Transacted)

· Mat_ Is_nee Replacement Raie--(FNS 259, Column To, Number of
Replacements divided by FNS 259, Column 7a, Number of Mail Issu-
ance)

· Total Lms Per Hamehold--(FNS 250, Line 23, Value of Issuance
Difference plus FNS 46, Line 10, Value of Unmatched ATPs Trans-
acted, plus, if applicable, FNS 259, Column 7e, Value of Replace-
meats divided by FNS 256, Number of Households)

Individual loss and replacement rates were calculated using total reported values
for the project area for the period April 1982 through Msreh 1983. Column aver-
ages were weighted by the total number of households or transactions processed
by each of the ten project areas during the twelve-month study period.

The A_raEe Monthly Inventory Loss Per Household Among The ATP Project
Areas Included In The Study Is $0.gl. Nine of the ten project areas reported an
average loss of less than $0.03 per household. Except for one project area, which
reported a robbery from a bulk storage point, inventory loss was attributed to
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' EXHIBITII-2(1)

ATP SYSTEM LOSS i_ICATORS

(AVERAGE MONTH.LY LOSS

PER HOUSEHOLD)

I I [ I m_m rm ii I$1 iiII I

INVENTORY ATP LOSS MA/L LOSS TOT_ LOSS

LOSS P_R PER PER PER
PROJECT AREA

HOUSEHOLD HOUSEHOLD HOUS_{OLD HOUSEHOLD

(DOLLARS) (DOLOARS) {DOLLARS) (DOLLARS)
.t , , ,, ,,

, , m

Mercer County .02 .05 N/A .07

MarionCounty < .01 .34 < .01 .34

F_%milton County .02 .03 < .01 .06

Torrington County .11 .02 N/A .13

Franklin County .03 < .0i 0 .03

Orleans Parish / < .0% .09 N/A .09
/

Harris County .0I .15 .02 .18

San Bernardino County .01 .07 .01 .09

Lexington County < .01 N/R .16 .17

Comanche County .01 .05 .09 .15

!

WEIGHTED AVERAGE $.01 $.13 $.01 $.15

m I "' """ '

N/A: Not Applicable

N/R: Not Reported By FSP Agency

NOTE: Per household loss indicators are computed by dividing the total amount

reported in each loss category by the TOTAL number of participating

households as reported on the project area's FNS 256 report. For

project areas using ATP and/or mail issuance two additional indicators--

loss per ATP transaction and loss per mail issuance--are used. These

indicators, show_ on Exhibit II-2 (2), display unit losses for only

those portions of the project area's recipient population that receive

benefits through over-the-counter ATP redemption and/or direct mail

issuance. (See Chapter One for further explanation.)
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EXHIBIT II-2(2)

ATP SYSTEM LOSS INDICA°I_3RS

(AVERAGE MON_iLY LOSS PER

TRANSACTION/ISSUANCE)

= , = J I IIJJ__ ._ I III _1

LOSS PER ATP UNMATCHED ATPS LOSS PER MAIL ISSUANCE

ATP REPLACF_IENT AS % TOTAL MAIL REPLACEMENT
PROJECT AREA

TRANSACTION RATE TRANSACTION ISSUANCE RATE

(DOLLARS) (PERCENT) (PERCENT) (DOLLARS) (PERCENT)
, iw ! .i im

Mercer County .05 .30 .06 N/A N/A

Marion County .34 .46 .24 .06 .20

!iamilton County .03 .24 .04 .07 .17

Torrington County .02 .47 .02 N/A N/A

FranklinCounty <.01 .03 < .O1 0 0

Orleans Parish .09 N/R .06 N/A N/A

HarrisCounty .16 .31 .09 .23 .34

SariBernardinoCounty .07 .23 .07 .29 .35

Lexington County N/R .75 N/R .77 .46

Comanche County .11 .12 .05 .17 .13

WEIGilTED AVERAGE $ .13 .32% .09% $ .24 .3]%

N/A: Not Applicable

N/R: Not Reported By FSP Agency



cashier error. The highest inventory l_ss per household ($0.11) was reported by a
contract vendor, however, the average loss among all contract agents was found
to be the same as the aversge lass among' government issuance agents. On the
average, the ten ATP project areas performed well below the national inventory
loss per household of $0.05.

Average Monthly ATP Lass Per Household Is $0.13. Unlike inventory lass,
which was fairly consistent among the ten sites, ATP loss per household and
transaction varied. ATP Icss ranged' from less than $0.01 to $0.34. The highest
ATP loas wee reported by a project area that prepares initial authorizations from
manually eal_lated benefit levels. This practice results in a large number of
overimuanees that are not discovered until the second month of authorization
when continuing allotments are calculated by the State computer system. How-
ever, this project area, which monitors client overpayments due to calculations
errors, estimates that over 40 percent of this reported lass is recovered through a
household claims processing mechanism.

The following table compsres, by unmatched ATP category, the average loss per
ATP tramaetion in the ten study sites to national averages for the period April
1982 to Msreh 1983.

Average Dollar lass Per Transaction
gmnatehed ATP
Category Study National

Average Average

Blank/Stolen $0.02 <$0.0 1'

Expired <0.01 0.01

Out-of-State 0 < 0.01

Duplicate
(State Agency Error) 0.04 0.03

Duplieate (Original and
Replacememt Redeemed) 0.07 0.16

Counterfeit 0 < 0.01

Altered 0 <0.01

Other (Unmatched) <0.01 0.2 4

$0.13 $0.43

A review of this table reveals that lower losses were reported for the prolect
areas in this study than for the Program as a whole. The large differences in
performance are sssoeiated with duplicate client redemptions and "Other'
unto at ehed ATP s.
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The ten sites studied all follow similar replacemeat policies that should reduce
duplicate redemptions. These include: (1) alternate delivery after one reported
less, (2) strict adherence to Federal regulations regarding replacement authoriza-
tions, and (3) stringent client verification procedures designed to reduce client
misrepresentation.

Unmatched ATPs reported in the "Other" category occur for several different
reasons. These include: (1) the issuance of manually prepared non-routine ATPs
that contain typo_aphical or allotment level errors, (2) the absence of a client
authorization record at the time of reconciliation, and (3) the transaction of out-
of-county ATPs that can be reconciled to the State master file, but not the pro-
ject area master file. Practices followed by the ten project areas that appear to
keep these Iesses below the national average include:

· The expedited processing of notification data

· The computerized calculation of benefit levels based on household
budget data

· The existence of logic and spaeification edits to ensure data integrity

· The computerized generation of all replacement and non-routine
issuances

This last practice when combined with the other three appears to reduce less in
two eategories-<luplieate issuance due to State agency error and "other"
unmatched issuances. Combined less in these _tegories for four project areas
requiring computer processing of replacement and non-routine issuances is less
than $0.01 per transaction. In the six project areas allowing manual ATP prepara-
tion, eombined loss per transaction is $0.07.

Computerized replacement reduces less in these categories primarily because
notification data required to generate replacement and non-routine ATPs are
computer-edited for logical and specification errors. As stated in Section 2, these
edit checks can prevent the generation of an inaccurate or unauthorized ATP if (1)
a master file entry does not exist, (2) household income exceeds a specified level,
(3) the client has already received a replaeement or original issuanee, and (4)
client identifying information is inaccurate.

The Average Ma_dfiy ATP Replacement Rate Experienced Among The Ten ATP
Project Areas Is 0.32 Percent Of Total Transaetiom. Nationally, ATPs were
replaced at the rate of 0.81 percent during the period April 1982 through Mereh
1983. The replacement rate among the ten sites ranged from a low of 0.03 per-
cent to a high of 0.75 percent. In general, the production of a replacement ATP,
be it computer-generated or manually prepared, increases the chance for errors
which, in turn, increases the potential for loss.

ATPs are replaced for one of two reasons: (1) the client claims non-receipt of the
original ATP, or (2) the client requires e revised ATP because of administrative
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error or FSP practice. F_sentially, the praetices followed to minimize ATP lass
per transaction apply to reducing the ATP replacement rate.

· For client-requested replacements, these practices include (1) placing
the client on alternate ATP delivery after one reported loss, (2)
adhering to Federal regulations regarding replacement authorizations,
and (3) following stringent client verification procedures.

· For administrative error replacements, these practices include (1)
expediting the proeesdng of notification data, (2) requi_ng computer-
generation of allotment, and (3) installing computer edits. Addi-
tionally, computerizing the replacement of ATPs can minimize loss
resulting from typographical errors appearing on manually produced
replaeement ATPs.

· For an FSP agency practice (e.g., the serial identification number on
the ATP must match the serial identification number on the client's
food stamp identification card) requiring an original ATP to be voided
and a replacement issued, the accuracy of the replacement can be
ensured through computerized processing.

A_ra_ Marl Lcss In ATP Project Areas Udng Marl As An Alternate Delivery
Method Is $0.24 Per Marl Issuance. · The national marl loss per issuance for the
period April 1982 through March 1983 was $0.75. Mail losses among the seven
mixed systems ranged from zero in a project area using targeted direct mail
issuance to $0.77 in a project area using regular mail issuance.

Five of the mixed project areas appear to have minimized the risks associated
with coupon mailing by direct or regular marling of benefits to targeted recipient
populations. On the other hand, two mixed sites, employing a regular mail issu-
ance system, have not been as successful in minimizing mail replacements result-
ing in loss. Restrictive mail practices, which can be used in both mail systems,
include: (1) mailing benefits only to special population groups (e.g., the elderly,
handicapped) or remote project area locations that have limited access to primary
methods of benefit transfer, (2) limiting the dollar value of coupons that can be
sent through the mai], and (3) sending all mail issuances via certified mail

Unlike regular mail systems, the client population of targeted direct mail issuance
is fairly oor_tant, thus enabling staff to pinpoint (almost immediately) where and
possibly why less is occurring. Furthermore, regular mail project areas are vul-
nerable to multiple losses occurring when a client reports both an ATP lass and a
mail issuance lass in the same month.

TI_ A_rage Marl I.smanee Replacement Rate Experienced Among The Mixed Pro--
jeer Areas Is 0.31 Percent Of Total Isstm_ees. Nationally, the average replace-
ment rate was 0.59 percent. Among the ten project areas studied, this rate ranges

i

* For a comparison of less rates experienced in project areas using direct mail
as the primary method of benefit delivery to project areas using mail as an
alternate method, refer to Chapter V, Direct Mail Systems.
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from zero to 0.48 percent. It appears that the relationship between mail loss and
targeted issuance., described above, is relevant to this discus-ion of mail issuance
replacement rates. Project areas using unrestricted regular mail issuance expe-
riencea higher replacement rate than those that use targeted direct or regular
mail issuance.

Based on a comparison of study site and national performance measures, the prac-
tices employed by the ten ATP project areas appear to be effective in minimizing
system vulnerabilities to loss. The table below presents a summary comparison of
performance measures discussed in this section.

Performance Meastwes

Performance Indicators Study National
A_rage Average

Inventory Lass Per Household $0.0l $0.0 S
ATP L_s Per ATP Transaction $0.13 $0.43

" ATP Replacement Rate 0.3 2% 0.81%
Mail Lass Per Marl Issuance $0.24 $0.75
Mail Issuance Replacement Rate 0.31% 0.5 9%

10. INSUANCE-_ELATED COS_ AVERA_ $1.70 PER HOUSEHOLD FOR ATP
P EOJE CT AREAS

Exhibit H-3 on the next page presents'the per household monthly costs of issuance
for the project areas by major cost elements. These averages were calulated from
site-reported cost and participation data for the period April 1982 to March 1983.

· Project Area C_egorio-! And Total Ccs_ Per Household were calcu-
lated by dividing the cost in each category reported by a project area
by the number of participating households, as reported on the FNS
256, Monthly Project Area Participation and Coupon Issuance Report.

· Weighted Amrage Monthly Issuance C_t Per Household was calcu-
lated as the sum of project area total costs divided by the sum of

- pro_ect area participating households, es reported on the FNS 256.

The study objective with respect to administrative casts was to estimate and
compare total issuance costs across project areas. To meet this objective, the
individual costs of performing issuance,related activitieswere sorted into a
standard set of issuance system resource requirements. This set includes (1) the
salaries and fringe benefits [:aid to FSP agenqy personnel who supervise, perform,
or monitor one or more issuance functions; (2) the automated data processing
costs associated with the processing of food stamp master file data; (3) the fees
paid to contract issuance agents; and (4) the miscellaneous direct costs required to
support issuance activity, such ss postage to mail coupons or authorization docu-
ments, and fees paid to transport or secure food stamp coupons.
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EXHIBIT _.-3

ISSUANCE COSTS ATP SYST_S

(AVERAGE MO_Y COST

P_ HOUSEHOLD)

I' -- ,_ III '1 "_ ' II I

COST ELEMENT (DOLLARS/HOUSEHOLD)

· AUTOMATED 'PROJECTARFA
DIRECT CONTRACT

DATA OTHER TOTAL
LABOR ISSUAN_

PROCESSINC
_ i ii i im ,ii

,i iii i · i

Mercer County 0.75 0.77 0.94 0.14 2.60

Marion County 0.59 0.22 N/A 0.31 1.11

Hamilton County 1.30 0.02 N/A 0.08 1.40

Torrington County N/R N/R N/R N/R N/R

Franklin 'County 1.27 1.07 0.96 0.17 3.47
!

I Orleans Parish 1.00 0.02 N/A 0.60 1.62
S

i Harris County 0.13 0.26 0.75 0.37 1.51San Bernardino County 0.33 0.35 1.57 0.19 2.44

Lexington County 1.90 0.20 N/A 0.36 2.46

I Comanche County 1.61 1.92 N/A N/A 3.53
P' · -' I , III II I . ....

WEIGHTED AVERAGE $1.70 i

N/A: Not Applicable

N/R: Not Reported By FSP Agency



When the costs of these resource requirements are added, their sum represents a
reasonable estimate of the costsrequiredto operate a projectarea'sissuance
system. However, since the mix of resources varies among project areas, it is not
poss/bleto develop "pure" estimatesor averages for individualcost categories.
For example, insome projectareassecurityguard coverage isincludedas a direct
labor costbecause FSP staffare assignedto monitorissuanceactivities.In other
project areas this cost is reported as an "other direct"(miscellaneous)cost
because coverageisprovidedby a contractsecurityagency.

Tho Amrage Mcmthly Cost Per Household Among Project Areas Is $1.70, With
Project Area Total Costs Ranging From $1.11 To $;I.53. Major explanations for
variab/lity in total costs are:

· Project Area Casel_d Size--On the average, issuance costs per
householdare lower in projectareas with large caseloads;higherin
projectareas with small caseloads. During the study period,the
average monthly number of householdsserved among nine of the ten
ATP projectareas(TorringtonCounty isexcluded*)was 260,107.The
four sitesservingcaseloadsbelow the study average experiencedan
average cost per household of $2.79. The average monthly cost
among the five project areas serving caseloads larger than 260,107
was $1.58 per household. This economy of scale oeeurs because sites
with large caseloads have the ability to spread relatively fixed eosts,
such as supervisory staff direct labor and automated data processing,
over a larger base.

· Contracted Benefit Deli_ry---On the average, issuance costs are
higher in project areas that employ contraet vendors to deliver food
coupons; lower in project areas that have issuance sites operated by.
FSP agency staff. Among the six project areas that contracted with
an issuance vendor, the average cost per household was $1.95. The
three rites operated by FSP agencies averaged $1.48 per household.
Contract issuance costs include overhead and profit components
which are not included for FSP-operated systems. Without any
adjustments-to the data, total issuance costs will be biased in the
direetion of higher costs for project areas with vendor-operated
deli_ry points. Using a ten percent overhead factor (reported by
FNS to be the Agency overhead rate) the eo_ of government-
operated issuance sites would be $1.63, which is still below the aver-
age contractor cost.

11. EFFECTIVE ATP PROJECT AREAS BUILD IN CONTROLS FOR MANAGING
DECENTRAr.rZED OPERATIONS TO REDUCE VULNERABILITY TO LOSS

The major strength of an ATP system is that it improves client access to food
stamp benefits. Ar[ ATP project areas marl the ATP authoMzation doeument to
the client's home. Benefit transfer typieally takes place at more than one issu-
ance office, Issuance offices are often operated by contract vendors, and most

* The Connecticut FSP State Agency did not report issuance costs for
Torrington County.



AY.TM projectareas maximize clientaccess to benefitsby providinga varietyof
issumnce siteslocated near elustersof clientresidences. Clientsare free to
choose theirbenefitissuancesitefrom month to month when multiplesitesare
available.

Projectarea vulnerabilitiesto lossstem from the decentralizednature of ATP
operations.Issuancesitesare unable to check ATP validityagainstmaster file
data at the time of benefitdelivery.When ATPs presentedto issuanceagentsare
based on outdated,incomplete,inaccurate,orinaccuratelytranscribedmaster file
data,losse_n result.Ineffectivesystems,unauthorizedATP transactionsdue to
notification processing delays are minimized by establishing deadlines for maste_
f/le update, instituting a pre-mailing procedure for locating and deleting expired
or outdated authorizations, and prioritizing data entry on the basis of case type or
change impact on benefit level Transacting inaccurate ATPs is controlled by
instnll{ng system logic and specification edits and an automated benefit calcula-
tion function in masterfile processing programs, and by requiring that all authori-
zatiom be eom purer-generated.

ATP project areas are also vulnerable to loss because the ATP is a document
which moves from one location to another and can be stolen from the storage unit
or while in transit. Effective systems control for lass resulting from unauthorizecl
redemption of stolen ATPs by mandating that all ATPs be computer-generated, by
conducting monthly third-garry audits of manually issued ATPs, and by limiting
physical access to ATPs to the issuance supervisor and designated staff. Dupli-
cate and unauthorized issuances that occur as a result of client-reported loss or
theft ean be minimized by requiring alternate ATP delivery after one reported
lass, and by instituting mail security safeguards, such as presorting and bundling
ATP envelopes by zip code prior to delivery to the post office, in order to avoid
handling outside the issuance unit prior to carrier delivery.

Freedom to select an issuance site means that clients can move anonymously
through the benefit transfer process in ATP project areas. This enhances project
area vulnerability to loss result/rig from client misrepresentation. Effective
project areas generally require more than one form of client identification prior
to ATP transaetion in order to control for hhis type. of loss. Other project area
controls for client misrepresentation are providing issuance agents with deta/led
instructions about controlling vulnerability to loss during the transaetion process,
requiring vendors to reimburse the project area for invalid ATP redemptions, and
appo/nting a FSP issuance liaison to assist with and monitor the vendor issuance
process.
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CHAPTER TH]I.KE

DIRECT D_Y SY_'TE_S



rff. DIRECT DE'AVERY SYSTEMS

In a re_c_lar ATP system, clients who experience repeated loss of their ATP are
placed on alternate delivery--t_hey are required to pick up ATPs at a local cer-
tification or issuance office. This alternate delivery concept, when applied to a
large recipient population, is known as Direct Delivery. This system is currently
used to deliver about six percent of all food stamp benefits (See Appendix A). The
approach evolved in an attempt to reduce the number of duplicate ATPs trans-
acted without restricting client accessibility. The primary difference between
these two systems is that Direct Delivery systems send monthly and daily
authorizations to an issuance agent (typically a contract vendor). Other issuance
functions, such as notification and client verification, are identical to those
performed in regular ATP systems.

Our study inclUded four project areas that have been identified to use Direct
Delivery systems effectively. Exhibit KI-1 on the next page displays average
monthly participation data for each Direct Delivery project area, and the type of
issuance agent employed to transfer benefits. Highlighted below are the major
operating similarities and differences found among the four Direct Delivery
project areas studied.

· Ail four project areas employ contract vendors to direct-deliver ATPs.
to eligible households. In one project area, prepackaged coupon
allotments are sent to agents for alient delivery. In the other three
project areas, only ATP cards are sent to the issuance agent. In these
areas, the vendor must maintain on-site coupon supplies from which
to issuance coupon allotments.

· In two project areas, a regular ATP system is employed to authorize
non-routine benefits (e.g., supplemental and initial-month allot-
ments). The other two project areas mail coupons directly to either
special population groups (e.g., the elderly) or recipients receiving
non-routine benefits.

· Three-quarters of the way through the study period, one project area
changed from an ATP system to a combination Direct Delivery/Direct
Mail System.

The methods and practices used by these project areas to minimize duplicate
kssuance and reduce other system vulnerability to loss are described in the first
eight sections that follow. The remaining three sections present data on reported
benefit loss and administrative costs of issuance, as well as a summary of Direct
Delivery system strengths and weakeness.

1. DELAYED PROCESSING OF HOUSEHOLD ELIC;mlL1TY DATA

Delayed proeesdng of notification data results in a temporary lack of information
regarding the eligioility of a partieular client for benefits. In certain situations
this result anmay _ in unauthorized issuance to the client. This can occur when
either certification or data management staff do not process household notifica-
tion data in a timely fashion. For example, an unprocessed change in household
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EXHIBIT III-1

DIRECT DELIVERY PROJECT

AREA CHARACTERISTICS

II III I I I II III I I I .... aB

AVERAGE HCM'4'IllLYNUl4BEH/PERC_gE
AVERAGE HON'l'll!.Y VRLUE/PEHCEH? OF ISSUAHCE

OF PARTICIPATING IIOUSEliOiZ)S

I'HO.]Et_I'AIIEA PROGR/U'I " I TYI'E (ii.'ISSUAUCE

ADHI N[STRATIOH ATP ATP ATP ATP I At;I*:HTDIRECT CLIENT HAlL 'tOTAl. DIRECT CLIENT . MAlL 'gOTAL

DELIVERY DELIVERY DELIVERY DELIVERY
...... , i ii, , ,, _ i=

· i i i

PhJladelldJia State Admini- IO9,O20 53,697 - 1(_,:,117 _;IO,654,736 $ 5,247,856 - _15,902,592 COilCrdCtOl -

County, 6tei'L_l, County: (67t) (33%) (67%) (33t) F'il_alici,sl A,leJtcy
Penn6y 1Van ia O_dJ['ated

Aile(]it_ll¥ SL/,tLQ Admini- 30,380 30,380 - 60,'160 _ 2,642,419 _; 2,642,419 - $ 5,284,838 COIIL[d(:tol* -

County, utered, County (50ti (50%) (50%) (50ti Final{rial Age.cy
Penney i v.mid Operated

Fayettu State Aclmini- 5,797 - 452 6,249 $ 7U2,164 - $ ]4,595 _ 769,759 Col{l_rd(:tof - l)tl.:l'
Comity, $terod0 Comity' (93t) (7%) (98%) (2%)
Keutucky Operated

Cook Comity° State Achuini- i * 265,_)50 · , 1531,26L{,537 ColllrdctoE - t)lht:)
l ilinoi': l_tdrud, SidLe -_

Operated

· i_:c',{,_c Cook Coullty'e I)irect Delivery aystem was impleme.lted durillg the I.lst ihL-ee months of the study period, exact l)drticii_tiol_ atatiuti,:u ate .or
uvaJldl)lc. {kJwuVur, it iS e_timated that U5 percent of the i)a&-ticipdtJng hou._,Jhold:; receive their benefice Es*om direct delivery a¢lel{tej thc othc& i'3

i_L:L*:',*:II[- i't.',:ulVe Itt.li-lOUth{l? buuefit{ kilE, JtltJh the mail.



income could result in either an over- or under-issuance. Likewise, failure to
notify the system of a termination of food stamp b(mefits could result in an
unauthorized issuance. These processing delays result in unmatched issuances at
the time of reconciliation, which in turn are reported as issuance losses on the
FNS 46 report.

All the effeetiv_ Direct Delivery systems studied are responsive to FNS
requirements for prompt handling of notification data. Since these sites have
computerized eligibility files, they have developed automated procedures to
control and expedite data processing. Your techniques appear to reduce vulner-
ability related to delays in establishing or updating client authorization records.
(NOTE: see Chapter VI, HIR Systems, for a discussion of techniques applicable to
manual systems).

· One-Day Tmmsr_d Time-All of the Direct Delivery project areas
attempt to process notification data within one day after receipt
from the certification unit. In all of the sample project areas, this is
facilitated by having data entry capability in or adjacent to certifica-
tion areas.

· Batch Control-All of the sample project areas employ a batch con-
trol numbering system to prevent documents from being lost and to
monitor timely completion of corrections and updates. Such systems
automatically assign a document number or date to each notification '
form. This information assists project area staff in identifying where
data are stored and when the information was processed.

· Processing Dearninez--A]l the eff_tive Direct Delivery project areas
establish an end-of-month cutoff date for processing updates to the
authorization master file, thus ensuring that all required changes are
made prior to ATP printing. Failtre by certification staff to adhere
to these cutoff dates may result in administrative errors that are
subsequently reported as deficiencies in a certification unit's
performance rating. These project areas also provide a procedure for
locating and "pulling" ATPs that need updating after the cutoff date
but prior to vendor distribulion. Typically, this involves a certifica-
tion worker notifying issuance or data processing, in writing, that a
client's ATP card be (1) held pending further instructions, (2) diverted
to a local office for client pie{c-up, (3) mailed to a different address,
or (4) voided due to a change in client eircumstances.

· Msster File Update Prioritization--Should a backlog of notification
input documents occur, data entry staff in all project areas are
imtructed by their supervisors to process new _es and changes that
affect benefit levels first. This practice ensures that processing
delays do not result in the overissuance or unauthorized issuance of
food stamp benefits.

Data for one project area illustrate how some unmatched issuances
are overstated initially 8s a result of delays in updating the household

t t{ timaster file. In this site, tmmatched issuances (reported in the Other

[II-2



category of the FNS 46) were due, in pert, to emergency ATP cards
that were manually produced without promptly updating the atrthor-
ization file. Follow-up of these discrepeneies by FSP staff led to the
decrease in nonmatches that is reported below.

Number of
Unms_ched ATPs

Reported in the "Other" category
on line 19 of the FNS 46 97

Altec three months' follow-up 92

After six months' follow-up 11

Whlle these data do not necessarily indicate a real savings in benefit
dollars issued, they do show the potential for (1) teduein& administra-
tive costs associated with certification worker follow-up of
unmatched issuances, and (2) arriving at more timely and accurate
esl/mates of benefit dollar loss.

2. INACCURATR OR INCOMPLKT_ PRO_ING OF HOUSEHOLD
KI/GIBW.N'YDATA

The complex,hi/h-volumedata collectionsystemsthatsu_ort DirectDelivery
systems are vulnerable to inaccurate and fraudulent input. All of the project
areas studied use a variety of computer edits and security procedures to control
access to and content of household notification data:

· SpeeifimU_ Edits--All s_tems provide edit d_eclcs that prohibit the
entry of data that falls outside specified values. For example, a file
will not be updated if an input transaction does not contain a value
for "Family Income" or if the _lue is not numeric.

· Logiml P.dits--All systems provide some form of logical checks of the
notification information entered. Mast commonly, these systems
cheek to see thal_

- Only one household record exists for a given social security
humber

- Only one household record exists for a given address and
apartment

- A zip code is within project area botmdaries

Project areas with the most sophisticated information systems have
developed logical edits that mn:

- Automatically p.lace a mail issuance household on alternate
delivery if the client has reported a previous mail loss
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· - Reject a request fcc benefit authorization if the household has
not received pre-registration clearance. Such clearance
indicates that neither the head of household nor household
members ate currently @arttdpatLng tn the Food Stamp
Program

- Identify data entry or eerfifimtion errors by rejeet/ng requests
fee (1) more than one routine isstmnee per month, and (2) a
repZacem,ent a/lotmmt that, basedon the master ffie reeord, ts
not the same as the original amount authorized and issued

- Reject requests for more than two replacements within a six
month period

· Automated Benefit CaleulaUon/V_eatiou--An computer systems
provide the capability either to compute household benefit amounts
automaticslly or to cheek the benefit allotment computed manually
by the eerttfieation worker. 8everel systems support automatic
update of benefit amounts when eligibnit7 eetteeia are revised.

· Ccmvutee Aeee_ _AI1 systems have built-in seeurit7
features that Umit access to notification and authorlzatim data to
selected personnel Foe example, changes to the master file can be
made only by data entry personnel, each of whom is assigned a pass-
word and operatoe number.

3. LOSS OF,THEFT O/gAUTHOPrZATION DOCUMENTS

In a Direct Delivery system, this vulnerability is min/mized by the methods used :
to prepare and distribute issuance authorization documents. The use of pre-
determined asSigTenent of clients to issuance loeattora faeilitates logistics
@lmnir_ and minimizes loss of cetginal authorization documents. In large project
areas, lolr]sttcs planning is essential to effective system performance. Two
methods of issuutee location assignment are employed by Direct Delivery [_rojeet
are&q.

· Zip Caale--One project lea assigns all direct deUveeyeUents to an
lmmnce point based ca the households zip eode. Asa/grimant of
newly-certified e/tents is determined automatieall_ by the county's
eUent it_ormattm sTstem. Predetermined zip code mstgnment heL_
to emure aa even distribution of eUents among issuance points. Lq
addition, mndoes Metly verify the aeeteaey of ATP shtpmmts by
eheeldng fee out-of-sequence zip codes.

· Client 8eleeticeP-4n three project areas, clients can elect to receive
their ATPs from one of several issuance sites. This sss/snment peo-
cesa requires that the eert/fieation worker Ix'e--code an issuance
location for each new eeettffeattom Instead of eheeldng for out-of-
sequeneezip eodes,vendors verify ATP shipments by an issuances/te
code number.

The majority of losses occurring in regular ATP s_stems are a result of duplicate
redernptiora--elients claim non-receipt of the original ATP, are issued replace-
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merits, and subsequently both the original and replacement ATP are redeemed.
Except in the unlikely event that the ATP is delivered to the wrong agent or the
agent mistakenly issues the ATP to the wrong client, recipients are asstred of the
availability of an authorizing document when they meet local verification
reqairements. Ftrthermore, direct delivery reduces the opportunit/es to tamper
with ATPs (e.g. alteration of benefit allotment amount, change of expiration
date) before they are presented foe issuance.

In the project area where direct delivery originated these improvements were
reported:

· Sixty-Eight Percent Reduction In Dt_lieate Issuenees--Durir_ the
first three months (October to December, 1981) of total project area
partid[_ation in the Direct Delivery sTstem, there were a total of
1,114 duplicate ATPs trar_acted. Over the same period of time in
1980, there were a total of 3,522 duplicate issuances, which occurred
·as a result of regular client delivery of ATP cards.

· Eillhty Percent Reduction In Dh, ret Labor Cmts--This site estimated
thg price to the implementation of Direct Delivery, the FSP agency
was spending approximately $37,450 per month in direct labor
resources to process manual ATt' replacements. Because Direct
Delivery reduces the number of ATP replacement requests, the
agency estimates that only $7,420 per month is currently being spent
ia [x_cessing manual ATP cards.

4. c_.rR_HT MISRI/I'RES_ATION/FRAUD AT BEHEIrIF DELIVERY PiII_T

The caseload _ize and the number of benefit delivery sites impact a project areas
ability to oontrol vulner_nity to Ices from e.Lient misrepresentation. Project
areas with small caseloads and one or two deliver T points are least vulnerable
because cashiers become acquainted with eligible clients and identification occurs
by stght. Arees with large, high turnover esseloada, combined with a relatively
large number of delivery sites and individual cashiers, require different procedures
to avdd lc_ t_a_ough misrepresentation. 8_eeifieally, these procedures were
observed:

· $1&Mture Core--The client must sign .the ATP in the presence
of the cashier.. If this signattre does not match the client's food
stamp identification card, an additional form of identification with
the client's L_otoi[rat_ is requested.

· Pheto ldenfifimtice--In two Direct Delivery project areas clients are
required to show food stamp photo identification cards at the time of
benefit transaction. This requirement is prompted by an 1=173regula-
tion which requires project areas with large recipient po[:_fiations to
issue photo identification cards.

· Predesi_on Of Authorized Reveesel_.a__ne of the project
crees requires that authorized representatives be identified on the
ATP ce on the client's identification card, ct in both places.
Authorized representatives must then follow the s//[nature comparison
procedure outlined above.
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· A._/gnme_t Of la3P Mm/toe Function--Project area personnel are
assigned to provide ongoing ass/stance to vendor orgarfizafioms, to
include: (1) train/r_ Vendor staff in redemption and reconciliation
Droeedures, (2) locating ATPs that have been delivered to the wrong
vendor, and (3) answering quest/om about the validity of a part/culat
ATP.

5. cAsm_-R ERROR RESULTING IN _UANC:E

Overissuance can also occtr as a result cf cashier error in delivering coupons to
clients. It al:_ears that a comb/nation of redtmdant cashiee peact/ces combined
with an even client flow reduces overissuance. Six _'actiees were reported to
reduce eashierir_ errors resulting in overissuanee:

· Docile ComtinE-4n three Direct Delivery project areas,coupon
books are eotmted twiee prior to benefit transfec--first, when
removed from wceldn& inventory and second, when handed to the
recipient. In these sites, the client is requested to reeount and sign
the coupon books before leaving the issuance area.

· ]Pt,e-Benefit Transfer _ Book _mraficn--Tleee sites noted
peohlem with the two and seven dollar coupon books. Because these
books are bound with glue, there is a tendency for them to stick
together. An additional effort to separate book denominations before '
issuance was reported to reduce overi_uan_ of these _)upon. book
denominations.

· Staqlzered Issmnee--When issuance is concentrated during the first
two or three days of the month, cashiers must transfer a high volume
of benefits in a short time period. This high issuance volume appears
to result in mahierlng em'ors. Stag_red isauanee, _actieed in all
foue project areas, permits mt even elient flow that is reported to
reduce cashiering errors.

· Vefdleatim Of Mmmlly Prelm'ed ATP C,a'ds--Typograt_i__l or cer-
tification weekee errom appearing on manually Ix_xlu_ ATP cards
can result in unauthorized overlsat_ee or unmatched isstm_ee. One
Direct Delivery peojeet area requires emhiers to verify the typed
aeeueaey of mamual ATP cards by eomEaring the benefit allotment
and eoupon book denominatiom typed on the ATP card to a preprinted
breakdown of books by allotment amount. If a cashier detects an
error, the client is referred to hia/her certification worker.

· A.gignmmt Of Omrlmmnee LiabiU_Vendors and government
agents are held liable by USDA foe coupon inventory discrepancies.
All contract agents ere held liable for the transaction of expired ATP
cards.
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· Preva_ Of Aaotmeuts--_ne project area has modified the
Direct Delivery system by prepackaging coupon s/lotments with
ATPs. Advantages of this modified delivery method are:.

- Reduetion in the number of issuance points required to
maintain daily and bulk coupon supplies.

- Limitation of agent liability to m3otments on hand, thus
eliminating time-comuming tasks associated with daffy
inventory reconciliation and monthly inventory audits.

- Imeeased aocteae7 in delivering exact benefit allotmants to
eligible households. This project area employs an automated
stuffing machine to B'ocess all direct delivery allotments.
Since its inception, inventory 1__ due to cashier errors is re-
ported to be zero.

- Reduction in the time required to transact benefits, thus
eliminating cashiering tasks, such es retrieving coupons from
inventory, counting and verifying coupon amounts, and
recording transaetiom.

6. _ OR TgWlgT OF MAlL ESUANCZ Ar.t. OTMElq'_
o

Two DirectDeliveryprojectareasusemail as an e/ternatemethod of benefit
dsli_ery.Severs/pra_dee__werefotmd tominimizelossesresultingfrom coupons
reportedlostorstolenLqthemail (NOTE: Poi'a more detaileddeseripl/onof
Fracticek designedto reduce mail less refer to Chapter V, Direct Mail Systems).

· Alteimate DdLt_er7Imposed ARee One Reported MarlLms--FNS
regulations require that L_P agencies place marl isstumce e.I/ents on
an alternate method of delivery after two reported losses within a six
month pet.tod. To minimize the risk of multi_e mar issuance
reglacemants, one project area requires that clients reporting one
man less be placed on oveu-the-counter delivery for the remainder of
the client's certification period or until the certification worker
determines that the tleeat of loss has been eliminated.

· Special Client Pot:ulatiem--One _oJeet area limits marl issuance to
seieeted client populations, such as the dderiy and handicapped.

· Marl lsstmnee Inteevlew--/n one t_oject area, certification workers
interview all c/lents requesting mail issuance regarding the security
of their mailboxes. During this interview, clients ate askedquestions
regarding the number of individuals who have aeeeasto the mailbox,
the security of the mailbox if it is loeated in a public area (Le.,
apartment building lc/by), and the incidence of previous mail Icsses.
If the certification worker believes that there is a potential for mail
loss, the client is placed on over-the-counter i_uance until the threat
of loss is reduced or eliminated.
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· AnalFais Of Marl Laws And Returns--In both project areas, issuance
staff conduct routine analyses of reported mail lc_,____eswhich in turn
are reported to the Postal Service for further investigation. Such
analyses, which are summarized on the FNS 259, result in the identifi-
eatica of delivery areas that require special handling (e.g., certified
mar or alternate over-the-counter delivery).

By conducting routine analyses of mail returns, project area staff also
cen begin to identify patterns that may promote loss. For example, a
_oject area that e_erlenees a high rate of returned allotments
monitors such returns to pint--hr the reason for nondelivery. Reasons
may include (1) failure by certifimtion staff to submit timely
notification updates, (2) delays in processing notification updates, or
(3) lnade?,-te instrueticm to clients regarding the reporting of
changes in address.

?. Tm_w_r FROM COUPON STORAGE OR WORKING INVENTORY

This vulnerability affects all project areas and issuance locations where coupons
are kept. In small, Isolated project offices, this vulnerability may be compounded
by the fact that insufficient on-site security is available for monitoring and safe-
guarding coupon suP9Ues. Practices found to prevent inventory theft in the four
Direct Delivery project areas, which on the average maintain a three to slx month
supply of coupons, are

· Limited Acoesa, D,,,1 Verification--All project area issuance and bulk
storage sites follow FNS regul,;tiors and guidelines regarding the
dislxm.Jement, receipt, transfer, and destruction of food coupons.
Inventory activities ere carried out by at least two authorized staff
members who are responsible for verifying coupon shipments and in- me
ventct'2 disbursements. Additionally, only a Hmited number of project
area staff have access to coupon supplies--tTpi_,lly, the project area
administrator, issuance supervisor, and head cashier.

· Issumee Area Seem'ItT--Allof the projectareasstudied take added
precaution to emure that coupon inventories are safeguarded agaimt
potential over-the-counter theft. Typical practices inatude:

- Sel_r_ng working inventories for each issuance cashier to
monitoe the anete_ey of individual cashiering activities

- Udng on-_te combination lock safes or locking inventor 7
drawers to safeguard daily and working coupon supplies

- Enclosing and limiting access to cashiering esges to prevent
theft of coupom and authorization records

To further reduce the risks associated with maintaining on-site
coupon supplies, ail of the project crees have added one or more of
the following controls:

- Installing a security alarm system that alerts a local contract
security agency or police to an attempted robbery or suspicious
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disttrbence (includin& such devices as sound and motion
detectors located in coupon storage area; silent alarms to
signify both inventory tampering and suspicious disturbances;
vault and issuance area strveffiance cameras; and time-delayed
combination lock vaults)

- Stationing security guards (often off-duty poUce officers) tn
Msuance areas during heavy periods of issuance activity

- Assigning police or security guard escorts during the tran_er
of eoupom and ATPs from bulk storage to the issuance site

· Vmdor Seetetty--In three project areas, vendor contract agreements
require all L_auanceagents to maintain adequate records and internal
controls that ensure proper coupon issuances and to maintain daily
records of coupon books received, issued, end on-hand. Issuance site
records are subject to periodic audit by the USDA, State FSP, or
veridor.

8. DELAYED OR INGOMPLETZ IIECONCIL/A_N OF ISSUANCES

Monthly reconciliation of tranmcted ATPs with household issuance files is per-
formed _y com_ter in all of the Direct Delivery project areas studied. This
process includes creation of an exceptlon report of errors in issuance that may
have resulted in benefit loss. The two main categories of exceptions include:

· DupUmte ATP Transacted--Two or more ATPs were transacted for a
single household. This loss is minimal in a Direct Delivery system,
but can stfil occur if a client is misrepresented by a third party.

· Unmatched ATP--An ATP is trs_sacted for which no authorization
record cen be found on the master file.

Both types of e_.eptiom require follow-up to determine if a loss has actually
occurred or if the duplicate or unmatched condition can be explained. For
example, as noted in Section One, a major explanation foe unmatched ATPs is a
delay in proees,lng notification data. If notification data do not reach the master
file before monthly reconciliation is dene, an exception is reported. Ail of the
visited project areas distribute exception reports to the corresponding
certification office. Certification workers are responsible for determining the
exact nature of'the exception and initiating appropriate corrective action (such as
resubmitting eUent nottfimtion data).

9. ATP 1,O88 PElt HO138EHOLD B $O.M IN THE $1Nfn._ DIRECT DELIVERY
8_J_TB_; $0.16 IN MIXED DIRECT DELIV_ERY 8_STE_

Benefit l r_ among project areas using Direct Delivery systems is based on data
reported durir_ the study period on the FNS 250, FNS 259, F_ 46, and FNS 256
reports.
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The following indicators (displayed on Exhibit m-2 and explained in Chapter I) are
used in this section to compare the loss experienced in the four Direct DeUvery
project areas:

· Inventory Lms Per Hcmehold (FNS 250, Line 23, Value of Isstance
Difference divided by PNS 256, Number of Participating Households)

· ATP Loss Per Household and Transaction (FNS 46, Line 10, Value of
Umnatehed ATPs Tramacted divided by FNS 256, Number of
Partiei[:ating Households end FI_ 46, Line 8, Total ATPs Transacted)

· Mail Lois Per Household and Imuanee (FNS 259, Column 7e, Value of
Replacements divided by FNB 256, Number of Participating
Households md _ 259, Column Ta, Number of Mail Issuances)

· ATP Replacement Rate (FNS 46, Line 9, Total Replacement ATPs
Transacted divided by FN5 46, Line 8, Total ATP$ Transacted)

· Marl lamlmee Replaeemant Rate (FNS 259, Column To, Number of
Replacements divided by L=NS 259, Column 7a, Number of Ma_
Issuances)

\,

· Total Lms Per Household (FNS 250, Line 23, Value of Issuance
Difference plus FI_ 46, Line 10, Yalue of Unmatched ATP$'
Tramacted, plus, if apglicable, FNS 259, Column 7e, Value of
Replacements divided by FNS 256, Number of Households)

Individual l_s and replacement rates were ealculated ,,_ng total reported values
for the project area for the period ,april 1982 through March 1983. Column
averages were weighted by the total number of households or tramaetiom
processed by each of the four project _eeas during the twelve-month s{_dy/_.riod.

The Amrsce Monthly lmm_ Lms Per Household Among Direct Deliwey
Pr_eet Areas Is _.m--In all fore proje_ areas, inventory lass was attributed to
over-the-counter benefit transfer errors caused by vendor-employed cashiers.
During the last tl'a'ee months of the study period, one project area el/minated all
vendor-mainta/ned coupon inventories by modifying its Direct Delivery system to
include the delivery of peeDaekal_d eou_ allotmenl3 to all issuance vendors.
This modificatt_, which centralized and automated the handling of individual
coupon allotments, eliminates invent_ discrepancies that normally oeeue when
eashiers transfer individual mupon boo_ to reeig/ents. Add/ ti ceally, the
centralized iasuanca unit reported no losses occurring after the introduetion of
prepaeka_d coupon allotments. On. the average the fore project areas performed
below the national average inventory Ices per household of $0.05.

The Amra_ Monthly ATP Loss Per Hmmehold Is $0.10; $Q.U Per Trmmaeti_
Unlike inventory loss, which was fairly consistent among the four Direct Daliver_
sites, ATP lass per household and transaction varied. Lass per household
(transaction) ranges from a $0.04 ($0.05) to $0.15 ($0.15). Total ATP loss is based
on FNS 46 project area data that do not all differentiate between loss resulting
from direct delivery of ATPs and the marling of ATPs to clients. However, one
project area, which did employ a single Direct Delivery sFstem during the entire
study per/od, reports the lowest average loss ($0.04) due to the tramaetion of
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' EXHIBIT III-2 (1)

DIRECT DELIVERY SYSTEM

LOSS INDICATORS

(AVERAGE MONTHLY LOSS

PER HOUSEHOLD)

INVENTORY ATP M_IL LOSS TOTAL LOSS

LOSS PER LOSS PER PER PER
PROJECT AREA

HOUSEHOLD BOUSEaOLD EOUSEHOLD HOUS_OLD

(DOLLARS) (_X:)L,T.,,A,RS) (XX)"r.rARS) CDOLT.,A.P_)

Philadelphia Count_ .01 .15': N/A .16

Allegheny Count_ .04 .12' N/A .16

Fayette County .03 .04 .01 .08

Cook Couzl_** .04 .06 .05 .15

I I! !

WEIGHTED AVERAGE $.03 $.10 $.03 $. 16

N/A: Not Applicable

* Reflects combined losses resulting from both the direct delivery of ATPs

to issuance agents and the mailing of ATPs to clients.

*' Because Cook County's issuance system changed during the study, period,

the loss figures shown are no_ representative of current system operations.
Refer to Sec=ion Nine of text for a more detailed explanation.

NOTE: Per household loss indicators are comput_ by dividing the _otal amount

repor_ced in each loss category by the TOTAL number of par_tcipating

households as reported on =he project area's FNS 256 report. For

project areas using ATP and/or mail issuance two additional incicators--

loss per ATP transaction and loss per mail issuance--are used. These

indicators, shown on Exhibit III-2(2), display unit losses for only

those portions of =he project areats recipient pogula=ion =hat receive

benefits through over-the-counter ATP rede-_.tion and/or direct mail

issuance. (See Chapter One for further explanation. )



EXHIBIT III-2 (2)

DIRECT DELIVERY SYSTEM

LOSS INDICATORS

(AVERAGE MONTHLY LOSS

PER TRANSACTION/ISSUANCE)

UNM_

LOSS PER ATP ATPS AS LOSS PER
ISSUANCE

PROJECT AREA ATP REPLACEMENT PERCENT MAIL REPLACEMENT
TRANSACTION _ATE TOTg_ ISSUANCE

RATE
(DOLLARS) (P_) iTAASSACTION (DOLLARS)

(PER_)
(PER_)

· I i

m I I I II m

Philade lphia .15' .61' .17 N/A N/A
County

..

Allegheny .12' .93 * .16 N/A N/A
County

I

I

Fayette .04 .04 .08 .19 .39
county i

Cook ·08 .92 .09 .22 .16

County**

j I

WEIGHTED
$.11 .79% .12% $.22 .16%

AVERAGE

I I I I I I I I

N/A: Not Applicable

* Reflects combined losses resul_Ang from bo=h =he direct delivery of ATPs
to issuance agents and =he ma/ling of ATgs _o clients.

(J

,t Because Cook County's issuance system changed during the s=ud¥ period, the

loss figures shown are no= represanta_ive of current system operations. Refer
to Section Nine of tax= for a _ore de_ailed explana=ion.



unmatched ATPs. Based on this data point it would appear that Direct Delivery
ATP loss may be signifieantl 7 less than the study average suggests.

Because Cook County changed its issuance system three-quarte_ of the way
through the study period, the reported losses (shown on _hibit m-2) are not
representative of the current systems (i.e., Direct Delivery and Direct Mail) used
by the project area to authorize and transfer benefits to eligible households.
Losses for this combined issuance system ere approximately equivalent to those
figures reported for mar issuance replacementson the FNS 259. However, since
this peoject area combines both direct delivery and direct mail issuances on one
reporting form (FNS 259), it is not possible to dislinguish between losses oceurrir_
in the two systems.

The following tab}e compares, by unmatched ATP category, the average loss per
ATP transaction in the four study sites to national averages for the period April
1982 to Merch 1983.

Donf Less Per Trmsaetioa

Unmmtehed ATP Study National
Category Amra&e A_er_

Blankf3tolen $ 0 < $ 0.01

Expired 0.01 0.01

Out-of-State 0 < 0.01

Duplicate 0. o3 0. o3
(State Agency Error)

Duplicate (Original end
Replacement Redeemed) 0.04 0.16

Counterfeit O < 0.01

Altered 0 < 0.01

nOther" (Unmatched) 0.03 0.24

$0.11 $0.43

A review of this table reveals that lower losses were reported for the project
· areas in this study than for the Program as a whole. The large differences in per-

formance are associated with duplicate client redemptions and "Other" unmatched
ATPs.

Because ATP direct delivery virtually eliminates the need to replace authorization
documents that have been reported lest or stolen by the client, the study sites are
able to minimize losses oeeurrinq because of duplicate client redemption.
Additionally, in mixed direct/regular del/very .project areas, the following
replacement practices reduce duplicate issuance: (1) alternate delivery after one
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reported loss, (2) strict adhere_ to federal regulations regarding replacement'
authorizations, and (3) stringent client verification procedures deal/ned to reduce
client misrepresentation.

Unmatched ATPs repotted in the "Other" category occur fee several different
reasons. These inelud_ (1) the issuance of manually prepared non-routine ATPs
that contain ttRx_r_iml or allotment level errors, and (2) the absence of a
client authorization record at the time of reeoncRiation. Practices followed by
the four project areas that appear to keep these lcsses below the nat.tonal average
indud_

· The expedited processing of notifimtion data

· The computerized calculation of benefit levels based on household
budget data

· The existence of logic and specification edits to _uee data integrity

· The ecmt_arized generation of all replacement and nomeout/ne
issuances

This last practice when combined with the other three appears to reduce less in
two categories--duplicate issuance due to state agency erree and "Other a
unmatched issuances. Computerized replacement reduces lcas in these categories
primarily because notification data required to generate replacement and non-
routine ATPs are computer edited for logical and specification errors. As stated
in Section Two, these edit cheelcs can prevent the generation of an inaccurate or
unauthorized ATP if (1) a master file entry does not exist, (2) household income
exceeds a specified level, (3) the client has already received a replacement or
orig/nal issuance, and (4) client ldentifyir_ information is inaccurate.

Tim Avera_ ATP Empl_mmt late In Dkeet Deli_ 8_atems Is 0.79 Percent
Of Total Trsm_--N_on_y, ATPs were replaced at the rate of 0.81 percent
during the period A0ril 1982 through March 1983. The ATP replacement rate
among the four study sites ranged from a Iow of 0.04 percent to a high of 0_2
percent. In general, the product/on of a replacement ATP, be it compute_--
generated or manually prepared, increases the chance for error, which in turn
in. eases the potential fee lass.

In [he four Direct Deli_ry project areas, the average replacement rate is a
function of FSP agene7 distribution and redemption peaetices. Delivery s/tes in
the project area reporting the lowest replacement rate maintain ATPs until the
end of the benefit month. The other three project areas requite clients to
transact ATPs durin&a specified tim day period. In thesesites, if ATPs are not
redeemed, they are returned to the FSP agency. This practice, des/gned to reduce
vendor on-_te maintenance of ATPs, requires el/&ible households to apgly for a
replaeement authorization ff they taft to pick up their ATI's within the prescribed
timeframe. Furthermore, in two of the project areas, when an authorized
repr.esentative receives the benefits, the original computer-generated ATP is
vozdad and a manually prepared replacement is _ssuecL
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Amrage Monthly Md Lass In Project Areas Uar_ Marl As An Alternate Deli_ry
Method is $0.05 Per Household; $0.22 Per Marl _ce*--The national mall loss
per issuance for the period AprR 1982 through March 1983 was $0.75. Two Direct
Deli_ry project A,.eas supplement their primary issuance system with direct mail
delivery. Both sites, which experience similar losses per household and issuance,
employ restriefim marl issuance praetices to Umit loss due to marl issuance
replacements.

Marl lsstm_ce Replaeemmts Avera&e 0.16 Peree_ Of Total Iasuanees--Nationally,
the average replacement rate was 0.59. One Direct Delivery site reports a 0.16-

· percent replacement rate; the other site a 0.39 percent rate.

Based on a comparison of study site and national performance measures, the
practices employed by the four Direct Delivery project areas appear to be
effective in minimizing sTstem vulnerabilities to loss. The table below presents a
summery comparison of performance measures discussed in this section.

Perfcrmmce Measures

Study Nefional
Perfcrmence Indicators Aversge Amrafe

Inventory Lees Per Household $0.03 $0.05
ATP Lass Per ATP Transaction $0.11 $0.43
ATP Replacement Rate 0.7 996 0.8 1%
Mail Lass Per Mail Issuance $0.22 . $0.7 5
Marl Issuance Replacement Kate 0.1 696 0.5 996

10. _SUANCE-REI_TED CO8_ AY]/RAG_ $1.49 PER HOUSEHOLD FOR
IXRECT I)EMV'ERY PIIO_G--T AItEAS

Exhibit 1II-3 on the next pqe presents the per household monthly costs of issuance
for the project srees by major cost elements. These averages were calculated
from s/te-eeported ecat and participation data for the period Apra 1982 to March
1983.

· Project Area Ceteqorleal And Total Cmts Per Household were cal-
culated by dividing the ecst in each category reported by a project
area by the number of L_rtieit_ting households as reported on the
FNS 256, Monthly Project Area Participation and Coupon Issuance.
Report.

* For a comparison of Icss rates experienced in project areas using direct mall
as the primary method of benefit delivery to project areas u,/ng marl as an
alternate method, refee to Chapter V, Direct Marl Systems
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· EXHIBIT III-3

ISSUANCE COSTS

DIRECT DELIVERY SYSTEMS.

(AVERAGE MONTHLY COST

PER HOUSEHOLD)

I I I I

COST_ (]:X:)_/ItOUS:_OU))

D_ _CT
DATA DIRECT T0_%L

LABOR ISSUANCE
PROCESSING COSTS

I I I II

I II

Philadelphia Coun=y 0.41 0.33 1.25 0.07 2.06

Allegheny County 0.41 0.33 1.12 0.11 1.97

Cook' County 0.02 0.35 0.78 0.09 1.24

Fa_'e=Ke Count! 0 ·19 0.14 1.12 0.08 1.53
i i
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. Weighted Amrage Monthly Issmnce Cmt Per Household was cal-
culated as the sum of project area total costs divided by the sum of '
project area partid[:ating households ss reported on the FNS 256.

The study objective with respect to administrative costs was to estimate and
compare total issuance costs across project areas. To meet this objective,* the
individual costs of performing issuance-related activities were sorted into a
standard set of issuance system resource requirements. This set includes (1) the
salaries and fringe benefits paid to FSP agency personnel who st_oervise, perform,
or monitor one or more issuance functions; (2) the automated data processing
coats associated with the proees_ng of food stamp mastar file data; (3) the fees
paid to contract issuance agents; and (4) the miscellaneous direct costs required to
suppoct ismmnce activity, SUCh as postage to marl coupons or authorization
documents, and fees paid to transport or secure food stamp coupons.

When the costs of these resource requirements are added, their sum represents a
reasonable estimate of the costs required to operate a project area's issuance
system. However, since the mix of resources varies between project areas, it is
not possible to develop "pure" estimates or averages foe individual ecst cate-
gories. For e_ample, tn some project areas security guard coverage is included aa
a direct labor cost because _ staff are assignedto monitor issuance activities.
In other [wojeet areas this cost is reported as an "other direct" (miscellaneOus)
cost because coy ,arageis provided by a contract seeurit 7 agency.

The Average Monthly Cmt Per Hcusd_ Among Pr_eet Arees Is$1.49, With
ProjectArea TotalCmls Hm_h_ Prom $'1.24To $2.06. Two of thefourDirect
Delivery project arem operate sim/lac issuance systems and report similar per
household iasuanee costs. The project area with the 1owast administrative costs is
unlike the other three in that its Direct Delivery system is (11 state_peeated,
which sireads FSP agency relatively fixed costs, such as supervisory staff direct
labor and automated data processing charges, over a broader base; and (2)
modified to include the deU_aery to vendors of _e-packaged coupon allotments,
which tends to decrease vendor chs_ges for benefit delivery _nce vendors do not
have to maintain bulk coupon suppUas.

U. EPFEC'TIVE IIRECT DELIVERY PROJECT ART..AS INCLUDE CONTROI_
TO PROMOTE MAS_R la_,_ DATA INTEGRITY AND ATP VAT._y TO
RRDUCZ VULI_RABILIrY TO LOSS

The major strength of Direct DeUverT issuance is that it enhances food stamp
benefit ac,ceasi_i_ to clients. Authorization documents see delivered to
issuance sites, where eUents sign them immediately prior to benefit transfer.
Issuance offices are often operated i_y contract vendors, md mcat Direct Delivery
project areas maximize potential client access to benefits by providing a variety
of issuance sites located near clusters of client residences. CUents are assigned
to an issuance site, usually on the basis of residence address but sometimes on the
basis of client peefarence.
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Direct Delivery project areas see especially vulnerable to losses associatedwith
the incomplete or inacctwate master file data. Effective project areas minimize
notification _oeessing delays by providing immediate, on-s/te ttwnaround docu-
ments foe eertifieaffon worker review;, establishing process/rig deadl/nes for
updates to the master file; [:woviding a mechanism for locating and deleting
indvidual authorizations that have exDired or require modification; and priori-
t/zing data entry by ease' type or effect on benefit level The project sress
studied reduce inaccurate or incomplete household eligibility data [_,oces_ng by
installing $Tstem logic and specification edits, end they eliminate benefit
calculation errors by peovicling computer-generated ce eom@utet-uststed benefit
calculation, often based on raw household budget data.

Lack of master file accessibility can lead issuance agents to unknowingly process
fraudulent A'I'P_, although effective Direct Delivery systems control for this vul-
neeability to l a_ ss well They limit access to mastew file data when
authorization records are established; conduct Dee- and Dost-verification of all
computer-generated authorization doeument_ and eliminate manual issuance
authorization processing. Other Deaetiees employed to combat loss resulting from
redemption of unauthorized ATI's include establishing vendor charge-back for such
redemptions; pretmekagin!F coupon allotments when reported issuance agent
inventory losses are higt_ and Wovldin& explicit and detailed instructions to
issuance agents and _hters regarding _tential areas of vulnerability in
tramaeting ATPs or verifying client identity.
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IV. ON-L1NE SYSTEMB
-

On-L/ne systems are used to deliver approximately seven percent' of the benefits
in the Food Stamp Program (See Appendix A). This sTstem type is a natural
extendon of the original HIR system, tn that the issuance record is maintained at
the point of benefit delivery, client access to benefits requires presentation of an
identification card to an issuance cashier, and the authorization record is updated
immediately after issuance. The obvious points of system difference are in (1) the
use of computer teehnologT, which allows food stamp agencies to decentralize
benefit transfer functions and handle a large volume of isstemces, (2) on-ltne up-
date of a client's master file record, which minimizes issuance errors occurring
because of notification processing delays, and (3) the immediate reconciliation of
issued benefits to authorized benefits, which substantially reduces the
unauthorized issuance of FSP benefits.

Our study tneluded five project areas that have been identified to use On-Line
systems effectively. Exhibit IV-/ ca the next page displays average monthly
pertiei_tica data for each On-Line project area, and the tTpe of issuance agent
employed to tran_er benefits. Highlighted below are the major operati_
similarities and differences found among the five project areas studied.

· Fore of the five On=Ltne project areas are supported by a state-'
operated computer system. In three of these project areas, benefit
transfer b performed by L_SPagency staff. The fifth project area ts
/)art of an FNS-sponsored demomtratica pcojeet. The issuance s_tem
supporting this project is both managed and operated by a contractor
who sd0eontracts with another vendor to deliver food stamp eouports.

· In three project areas, the On-Line system ia supplemented by a
direct mail operatica. In all eree areas, eoupon marling is restricted
to either specified populatica grou_ (e.g., the elderly) or recipients
resic_ng in geographically-remote locations.

The methods and practices used by these project areas to minimize system ruiner,-
abilities to Ices are described in the first eight seetiom that follow. The
remairdng three seetiom present data ca reported benefit loss and administrative
costs of issuance, as well as a summary of On-Line system strengths and
weaknesses.

1. DEIATED PROCZ_IG OF HOI_3ZHOLD ELIGIBILITY DATA

Delayed processing of notification data results in a temporary lack of information
regarding the eligibility of a pertieuler elient foe benefits. This can occur when
either data management or certification staff do not process household notifi-
cation data in a timely fashion. Fee example, an unprocessed ehan_ in household
income could result in either an over- or under-issuance. Likewise, failure to
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EXHIBIT IV-1

.ON-LINE PROJECT AREA C!!AEACTERIS?ICS

· I I I I I III

&VqJtGS NONTIIL¥ NUHBEIt/PBRCE_ ' &Vlr,ilAGIt NoorrflL¥ ¥ALUB/rlUICSN_

fflWGPJUm Off PAftYIClPATING IIOUSEIICLDfi OIP IfJSUANCB TYPB Off ISSUAHCll /_EHT
PiiaOJWL'T AliISA jtf_lHl STSATiON .......

ON-LINg HAl/. TOTAl. ON-LXNB HAIL IQTAL
-, ,, ,i i

i iiii ! · iil.
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NiMbi Yo£k i-'ity, City bbieiotered 8,--3 -- 8,602 S 639,914 -- S 639,914 (_ontractor - Finalli-*idl
trow York Go_t[&ctor Operited I (TOG%) Agency

f_Jvai County, State Administered 18.996 3,373 22.3&g 92,611,948 9120,274 $ 2,731.500 Govermmnt Aqultcy
Florida State Ol_ratod last) (ISt) (96t) (4ti

fmrnaltllo I_unty. State Administered 13,779 464 14,243 $ 1,763,599 t 64,006 S i,828,405 Gover,u_at A_luacy

tkJv Ibdxlco State (_imrated lO?ti (3ti (9et) (4%)

rtnlrid Altd I-_4)ulity, State Administered 2,563 I,M2 3,945 S 344f7531 $227,203 S 571,956 Govurnunt Aqmkcy
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notify the system of a termination of food stamp benefits could result in an
unauthorized issuance.

All the effective On-Line systems studied are responsive to I_SP requirements for
prompt handlin& of notification data. Since thes · sites have computerized
eligibility files, they have developed automated procedures to control and
expedite data processing. Four techniques appear to reduce vulnerability related
to delays in establishing or updating client authorization records. (NOTE: See
Chapter VI, RIP, Systems, foe a discussion of techniques applicable to manual
systems).

· One-D_ Ttrnarmmd Time--AH of the On-Line project areas attempt
to process notificattca data within one day after receipt from the
certification unit. In an of the sample project areas, this is
faeilttated by having data entry capability in or adjacent to
certification areas.

· Bel:eh Control--All of the sample project areas employ a numbering
sTstem to prevent documents from being lost and to monitor timely
completion of corrections and updates. Such systems automatically
assign a document number or date to each notification form. This
information assists project area staff in identifying where data are
stored and when the infoemation was processed. Project areas that
have centralized data entry use a clerical support unit to batch,
lrapeet, and verifl_ notification transaetiom.

· Processing De*mlnas--All the effective Ore;Line project areas
establish an end-_f-month cutoff date foe processing updates to the
authorization master file, thus ensuring that all required changes are
made before establishment of an on-line issuance record. I_ailure by
certification staff to adhere to these cutoff dates may result in
administrative errors that are subaequently reported az deficiencies
in a certification units performance rating.

· Mm_ Fie Uldte P!doritizati__uld a baeldog of notification
input documents oeetw, data entry staff in all project areas are
imtmeted I_y their supervisors to process new _-es end changes that
affect benefit levels first. This practice emures thei processing
dalalts do not result in the overissuance or unauthorized issuance of
food stamp benefits.

2. INACCURAT]_ OR INCOMP_ PROCESSING OF HOUSEHOLD
ELIGIBLI2'Y DATA

The complex, high-volume data coilection systems thatsupport On-Line systems
are vulnerable to inaccurate and fraudulent input. Ail of the project areas visited
use a variety of computer edits and security procedures to control the access to
and content of household notification data:

· SL_:dlcation Edits-All systems provide edit checks that prohibit the
entry of data that fall outside specified values. For example, a file
will not be updated if an input transaction does not contain a value
tot "l:amfiy Income" or if the value is not numeric.
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· LoKical Edits--All systems provide some form of logical cheeks of the
notification information entered. Most commonly, these systems
cheek to see that:

- Only one household record exists fee a given social security
number

- Only one household record exists for a given address and
apartment

- A zip code is within project area' boundaries

Project areas with the most sophisticated information systems have
developed logical edits that can

- Automatically place a mail issuance household on alternate
deli_r 7 if the eUent has reported a previous mail loss

- Reject a request for benefit authorization if the household has
not received pre-registration clearance. Such clearance
indicates that neither the head of household nor household
members are currently pattic/pating in the Food Stamp
Program

- Identify data entry or certification arvors by rejecting requests
for (1) more than one routine issuance per month, and (2) a
replacement allotment that, based on the master file record,
is not the same as the original amount authorized and issued

- Reject requests for more than two replacements within a six-
month' period

· Automated Benefit Calculatioa/Veriflcatioe--All computer systems
provide the capabnity either to compute household benefit amounts
automatically or to cheek the benefit allotment computed manually
by the eert_eation worker, l_or all these project areas it is possible
automatically to _xlate benefit amounts when eU&tbility criteria are
revised.

· Computer Aeeess Controls-All systems have built-in seeurir!
feat_es that limit aeeeta to notLfieation and authorization data to
selected personnel For example, changes to the master file can be
made only by data entry personnel each of whom is assigned a
_sword and operator number.

3. LOSS OR Tw_-_T OF AUTHORIZATION DOCUMEITI_

One of the most attractive features of On-Line systems is the elimination of
individual paper authorization documents that can be falsified or transacted
fraudulently. This feature substantially reduces the likelihood that clients,
employees, or third parties will defraud the system by attempting to obta/n
benefits using stolen, counterfeit, or altered authorization documents.
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Additionally, system [x_rnmfng cen automatically delete or _ltce a hold on
authorization records that have expired or that require additional action by the
eertifiostion worker.

Also, On=Line sltstems require that a master file entry ex/st prior to benefit
transfer. Th/s feature, when combined with on=l/ne reconciliation of benefits
issued to benefits authorized, minimizes the pcssibt_ity of dupUeate and
unmatched transaetior_. Imtanees in which unauthorized transaetions ean occur
are (1) when a client receives a replacement transaction card for an original card
that was reported lost, and before a hold ran be placed on the "lc6t" card, the
client or another individual uses the "lest" card to receive tmauthorized benefits ,
and; (2) when delayed proeesstng of household notification data results tn an
ove_ce or unauthorized issuance.

On=Line issuance s_terns have the eapeeity to deliver benefits within federally =
prescribed timeframes for routine and non=routine issuances without manual
authorization. -T!ree of the On=Line _rojeet areas have eliminated all manual
issuance authorizations. The other two project areas have a mechanism to accept
manually prepared authorizaticm that, when transacted, ere entered into the
automated system. These authorizations are rare and require several layers of
apgroval before they cen be transacted.

Duplleati redemptiom are prevented quite effectively in On=Line systems when
the computer is operating. System downtime during issuance houm ran negate the
On=Line s_tem's strongest asset, however, unless effectim bark-up procedures
are in place. In the systems stud/ed, two methods are used to avo/d potential
losses during periods of system fa/lure:

· The most reliable alternative is to activate a parallel computer
system durir_ periods of primary system downtime. This alternative,
used in one project area (the New York City demcmtration system),
eliminates downtime but is expen_ve. It might not be a eost-
effectim npproaeh for most project areas eonsiderir_ implementation
of an On=line issuance system.

· Another al_tive is to close down issuance windows until the
system is agldn operational This practice is followed by two project
are_. The other two sites employ this alternative only if downtime is
antteipated to be less than two hours, l%r periods greater than two
hotes, these project areas issue authorization cbeuments menually
from hack-up, ecmt_tef-prtnted issuance rosters. When the system
becomes operational, all manual issuances are entered before serving
additional clients.

· None of the project aress reported that e_essive s_tem downtime
results in either mmeeesury restriction of client access ce duplicate
issuanee.
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4. CT.raNT MISREPRESElqTATION/FRAUD AT BENEFIF DELIVERY POINT

A plastic card COntaining an encoded magnetic strip is the most technologically
advanced method of client verification used among the five On-Line systems
visited. Upon presentation by the client, the identification carets encoded data
are read electronically to [x-oduce an on-line authorization record. Magnetic
cards are used in two of the five project areas. Procedures followed to ensure
that the individual presenting the card is the intended recipient include:

e' Laminating the eltent's photograph onto thefront of the identification
cerd

· Providing each recipient with both a food stamp identification card
and a plastic transaction card

Standard, non-photo identification cards are used in the remaining UTee project
areas. Authorization record access is obtained through entry of the recipients
food stamp identification number (soeial security number). In all five project
areas, recipients must sign either a eanputer-printed authorization document or
an issuance register before benefits are transferred. As in other over-the-counter
issuance systems, an additional form of identification with the client's photograph
is requested if the signature does not match .the client's food stamp ID card.

In four project areas, authorized representatives must be recorded in the client's-
master file record, which is displayed on the issuance screen. Authorized
representatives then must follow the signature comparison procedure outlined
above.

Two of the project areas conduct an additional address verification cheek before
issuance. Th_ check requires that individuals presenting identification cards for
benefit transfer identify their street address upon cashier request. Since the iden-
tification card does not COntain the household address, this procedure potentially
protects against issuance of benefits to unauthorized individuals. It also alerts
issuance staff to a change in household address. Such changes are forwarded to
the client's certification worker, who is responsible for updating the household
master file.

5. CASm_R ERROR B.HS_LTING IN _UANCE

Overissuance can occur as a result cf cashier error in delivering COupons to
clients. It a99ears that a combination of redundant _hier practices combined
with an even client flow reduces overissuanees. Four practices were reported to
be effective in this area:

· Double Comting--in all five project areas, coupon boomsare counted
twice price to benefit transfer--first, when removed from working
inventory and second, when handed to the recipient. Additionally, the
client is requested to reCOunt the COupon booms before leaving the
issuance window.

· Pre-Benefit Transfer Coupon Book Sevar_An five sites noted a
problem with the two and seven dollar COupon books. Because these
books are bound with glue, there is a tendency for them to stick
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together. An additional effort to separate book denominations prior
to issuance was reported to reduce overissuance of these coupon book
denominations.

· Staggered Lssmn_Whon issuance is concentrated during the first
two or th-ee days of the month, cashiers must transfer a high volume
of benefits In a short time period. This high issuance volume appears
to result in cashiering errors. Staggered issuance, practiced in the
five On-Line project areas, permits an even client flow that is
reported to reduce ceshierlng errors.

· Ccmimteeized Highlighting Of Coupon Book Denominaticm--AIl the
systems highlight coupon book denominations visually at the time of
benefit transfer, which reportedly assists _-qhiers in obtaining the
eon. ect books from inventory.

6. LO_ OR Tmr_ OF MAIL ISSUANCE Ar.r. OTME .lq_l_

Three On-Line project areas use mail as a secondary method of benefit delivery.
Several praetieBs were fotmd to 'minimize losses resulting from coupons reported
lost or stolen in' the mail (NOTE: l_or a move detailed description of practic_
designed to reduce marl lass, refer to CImpter V, Direct Marl Systems).

· Certified Delimry--Two of the th 'ee project areas certify all'
aIlotments over $325. This limit is based on individual project area
experience with regard to the occurrence of mail loss.

· Alternate Deft,deFy _ed Z_ce Eeglacement Issu.n_Two project
areas require that e_ients receive replacement man issuances at an
F_P certification office to enstre that the replacement is received
and to verify the aeeteaey of the elien_ ad&ess and reason for loss.

· Restriction Of Msil Issumn_ To Remote Project Area Imeatiom--Two
sites limit mail issuance to locations that are located far enough away
from an issuance location to pose a hardship for the recipient
population.

· Sigaed Ueeeilpt Of Delimr3,-One of the project areas requires that
eUents return si/gted receipts notifying the FSP office that the
t-qsuance hes been received by the alient. If a signed receipt is not
returned within ten days of marling, clients are eliminated from the
next month's mailing and are requ/ved to pick up coupons at a local
issuance site.

· Analysis Of Marl Lm8 And Eeturm--In all project areas, _uance
staff conduct routine analyses of reported mail losses, which are
reported tn turn to the Postal Service fcc f_-tl_r investigation. Such
anal_es, which are summarized on the FNS 259, result in the
identifieaticel of deU,_ery areas that require special handling.

By conducting routine analyses of marl returns, project area staff can
begin also to identify patterns that may promote loss. For example, a
project area that experiences a high rate of returned allotments
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should monitor such rettrns to pinpoint the reason for nondelivery.
Reasons include (1) failure by certification staff to submit timely
notification updates, (2) delays in processing notification .updates, and
(3) inadequate instructions to clients regarding the reporting of
address dumges.

T. THEFt FROM COUPON STORAGE OR WORKING ]3qIFENTORY

This vulnerability affects all project areas and issuance locations where coupons
are kept. In small, isolated project offices, this vulnerability may be compounded
by the fact that insufficient on-site seeurlty is available for monitoring and
safeguarding coupon supplies. Practi___ formal to prevent inventory theft in all
project areas ar_

.

· Off_Si/e Balk Storage--Three study sites maintain a three-to six-
month bulk supply of coupons. Because of inadequate on-site
security, the other two project areas requisition the/r monthly coupon
supply from a state-maintained and centralized bulk issuance site.

· Limited Ae_sa_ Demi Verifimtieee-AIl _oject area issuance and
distribution sites follow FI_S regulations and guidelines regarding the
disbursement, receipt, transfer, and destruction of food coupons.
InventoeT activities are carried out by at least two authorized staff
members who are responsible for verifying coupon shipments and'
inventory disbursements. Additionally, only a limited number of
project area staff teve access to coupon suppLies--typically, the
project area administrator, issuance supervisor, and head cashier.

· l._mnee Area SeemHty--An project areas take added precaution- to
ensure that coupon inventories are safeguarded against potential
over-the-counter theft. Typical practices include

- $et_u'a_ing working inventories for each i_uance cashier to
monitor the accuracy of individual cashiering activities

- Using on-gte combination lock safes ce loddr_ inventory
drawers to safeguard daily and working coupon supplies

- Enelesing and limiting aeceas to _-hiering cages to prevent
theft of coupons and authorization records

To reduce further the risks essoeiated with maintaining on-_te
coupon supplies, three project arees have added one or both of the
following controls:

- Imtalling a security alarm system that alerts a local contract
security agency or police to an attempted robbery ce suspie/ous
disturbance, (including such devices as sbuad and motion detec-
tors located in coupon storage are.a{ silent alarms located in
the cashier and receptionist areas) to siinLfy both inventory
tampering and sus_cious disturbances{ vault and issuance area
surveillance cameras; and time-delayed combination lock
vaults).
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- Assigning police or security guard escorts during the transfer
of coupom between bulk storage and the issuance site

· VenUe Seet_tF--In both project areas with contracted issuance,
vendor agreements require all issuance agents to maintain adequate
records and internal controls that ensure proper coupon issuances and
to maintain daily records of coupon books received, issued, end on
hand. Vendor records are subject to periodic audit by the OSDA,
State FSP, or vendor.

8. DELAYED Ol INCOMPLETE I_CONC3LIATION OF ISSUAN_

Ail five On-Line systems are eapeble of [_'odueing daily recone_atton reports that
eom_e documented issuance to authorized issuance, and that provide _-int-outs
for reconegh_ documented issuance to remaining inventory levels. These reports
facilitate the peei_ration of the required PNS 250 report, and they also _eo_de
project area managers with detaaed information on the performance of individual
cashiers and issuance sites.

9. BgI_Fll' LO53_ PF.R HO133XHOLD AVERAGE $0.1_ IN SINGLE ON_
S_TE_; $0.06IN MIXED ON-LINE--CT MAIL STSTH_

Benefit l e___among project areas u_ng On-Line systems ts based on data reported.
during the study period on the PNS 250, PNS 259, and PNS 256 reports. The
f_llowing in_eatorq (displayed on P_dlibit I%'-2 and explained in Chapter O are used

this section to coral:ate the less e_q_erienced in the five On-Line project sreas:

" · lmaentory Lam Per Household (FNS 250, Line 23, Value of Issuance
Differencedividedby PHS 256, Number of PartieipagngHouseholds)

· ATP Lms Per Household end Tramm,.-'dm (FNS 46, Line 10, Value of
Umnatehed ATPs Tramaeted divided by FNS 256, Number of
Partieil_tingHouseholdsend FN8 46,Line8,TotalATPs Transacted)

· Mail l,cm Per Household and Issuenee (INS 259, Column 7e, Value of
Replacements divided by PNS 258, Number of PartieipaUng
Households md _S 259, Column 7a, Number of MaG Issuances)

· ATP Replacement Rate (1NS 46, Line 9, Total Replacement ATPs
Transacted divided by PN$ 48, Line 8, Total ATPs Transacted)

· Mml lssuanco _ment Rate (_'S 259, Column 70, Number of
Replaeements divided by PNS 259, Column 7a, Number of Marl
_uenees)

· Total Imm Per Household (PNS 250, Line 23, Value of Issuance
Difference plus PbS 46, Line 10, Value of Unmatched ATPs
Tcamaoted, plus, ff applicable, PNS 259, Column 7e, Value of
Replacements divided by PNS 256, Number of Households)
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EXHIBIT IV-2

ON-LINE SYSTEM LOSS INDICATORS (AVERAGE MONTHLY

LOSS PER HOUSEHOLD AND ISSUANCE)

I l! I I I I Il I Il _ll Ill Il I I I I lI

I

INVENTORY _IL TO?AL [ MAIL LOSS MAIL

LOSS PER LOSS PER LOSS PER [ PER MAIL ISSUANCE

PROJECT AREA HOUSEHOld) HOUSEHOLD HOUSEHOLD ISSUANCE REPLACEMENTRATE

(DOLLARS) (DOLLARS) (DOLLARS) (DOLLARS) (PERCENT)

i mi i I, i ii iiii, il
I Il II I Illll I I i I Il ! I I I I

Wayne County .01 N/A .03' N/A N/A

New York City .09 N/A .09 N/A N/A

Dural County .03 .03 .06 .21 .44

Bernalillo County .02 .01 .04 .45 .80

Dona Ana County .01 .16 .17 .50 .64

m I III I I {m I
I l

WEIGm'EDAmE $.02 _.04 _.06 ] [ _.30 .40_
I II II II II I I III Il

* $0.02 per household is attributable to losses resulting from duplicate on-line authorizations. (See Section
Nine for explanation.)

N/As Not Applicable

NOTE_ Per household loss indicators are computed by dividing the total amount reported in each loss category by
the TOTAL number of participating households as reported on the project area'a FSN 256 report. For
project areas using mail issuance an additional indicator--loss per mail issuance--is used. This indica-

tor displays unit losses for only that portion of the p_oJect area's recipient population that receive
benefits through direct mail issuance. (See CHapter One for further explanation.)



Individual loss and replacement rates were calculated using total reported values
for the project area for the period April 1982 through March 1983. Column aver-
ages were weighted by the total number of households or transactions _oeessed
by each of the/lye project areas during the twelve-month study period.

The Amral_e Monthly Inventory Lms Per Household Amoe_ the On-Line Pzojeet
Areas Included In the Study is $0.Q2. Inventory losses are consistent across four of
the ft_ project areas. In all _tes, loss was attributed to mshier error. On the
average, the five On-line project areas performed below the national inventory
loss per household of $0.05.

Data On Unmatched lssmnces Are Not Routinely _ed. On-Line srJtems are
not generally required to report data on unmatched issuances. However, one of
the [x_oject areas does keep information on the number of duplicate transactions.
Duplicate tramaetions in this On-Line system during each month of the study
period averaged $0.02 per household. This loss occurs when a client reports a lost _
tramaetton card and reedves a reL=Laeement, and before the original card can be
voided, it is transacted by either the client or another individual,

Another project ama provided documentation corresponding to the study period
that revealed only one reported request for a replacement. This request was
investigated and the replacement subsequently denied.

A_t.a_e Monthly Ma_ Loss Lu Mixed 9ystems (On-Line/Direct Mmq) is $0.04 per
Household; $0.39 Per Ma_ lestBnee, s Nationally, th.e average loss per mail
issuance for the period April 1982 through March X983 was $0.75. Mail loss per
household (issuance) among the three mixed project areas ranges from $0.01
($o.zt) to $o.t6 (So.soL

Marl Issuance Repla_mm_ A_ 9._ Pm_m_ of Total Immu_. Nationally,
the average monthly replacement rate wes 0.59 percent. Among the three mixed
project areas studied, this mmtkty rate ranges from 0.44 to 0_0 percent.

$ $ $ $ $

Based 'on a comt:arison of study site and naticmtl performance measures, the
praetiees employed bY the five On-Line project areas appear to be effeetive in
mirdmiztr_ si/stem vulnerabllittes to loss. The table below presents a st_"nmary
comparison of performance measures dismissed in this section.

, i i

* For eomL:m'ison of lass rates experienced in project areas using direct mail
ss the primary method of benefit delivery to project areas using mail as an
alternate method, refer to Chapter V, Direct Mail Systems.
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Perf_mmce Measures

Perfcemmce Indicators Study 'National
A_erage Average

Inventcry Loss Per Household $0.02 $0.0 5'
Marl Loss Per Mail Issuance $0.30 $0.75
Marl Issuance Replacement Rate 0.4 096 0.5 9%

10. _8UANCE-EI_LATED CO8T3 AVERAGE/ri.gl PER HOUSEHOLD FOR
ON-MNR PROaECT AREAS

Exhibit IY-3 on the next page presents the per household monthly costs of issuance
for the project areas by major cost elements. These averages were calculated
from site-reported cost and participation data for the period Aprfi 1982 to March
1983.

· Project Area C_rioJl md Total Costs per Homehold were
calculated by dividing the cost in each category reported by a project
area by the number of [xLrtieipating households as reported on the
FNS 256, Monthly Project Area Participation and Coupon Issuance
Report.

· Weighted Average Monthly lasmnm Cast per Household was _cu-
lated as the sum of [_roject area total costs d[vided by the sum of
project area parUeipating households as reported on the FNS 256.

The study objective with respect to administrative costs was to estimate and
,, comp_e total issuance costs across project areas. To meet this objective, the

individual rests of performing issuance-celated aetivitias were sorted into a
standard set of L_-uance system resource requirements. This set includes (1) the
salari es and fringe benefits paid to FSP agency personnel who supervise, perform,
or monitor one or more issuance funettom; (2) the automated data processing
costs associated with the processing of food stamp master file data; (3) the fees
paid to contract issuance agents; and (4) the miscellaneous direct costs required to
support issuance activity, such as postage to mail coupons ce authorization
documents, and fees paid to transport or secure food stamp ooupom.

When the costs of these resource requirements ate added, their sum represents a
reasonable estimate of tile costs required to operate a project area's issuance
system. However, eince the mix of resources varies between project areas, it is
not possible to develo9 "pure" estimates or averages for individual cost
categories. For example, in some project areas security guard coverage is
included as a direct labor cost because FSP staff are assigned to monitor issuance
activities. In other project areas this ecst ia reported as an "other clireet"
(miscellaneous) cost because coverage is provided by a contract security agency.

The A_erage Cmt Per Household Amen& Project Areas Is $1.91, With Project Area
Total Costs Em_ From $1.36 to $4.57. Four of the five project areas operated
similar On-Line issuance systems and experienced similac operalinq c_ts.
these sites, operating costs averaged $1.79 per household. The fifth _coject
area, the New York City EPFT Demomtration System, experienced an average per
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EXHIBIT IV-3

ISSUANCE COSTS ON-LINE SYSTEMS

(AVERAGE MONTHLY COST PER HOUSEHOLD)

I I I I I I

COSTELEMENT(DOr.r._RS/_OOSEHOT_)
I I I

PROJECT _ A__

DIRECT DATA !CONTRACT DIRECT TO_L
LABOR PRocEssed ZSS_CE COSTS

I e I m

I II I I · lll

Wayne Cowry 0.40 0.34 1.08 N/A $1.82

N_ York City N/A* 2.02 2.25 N/A 4.27

D_al Cowry 1.73 0.09 N/A 0.11 1.93

B_lillo Co_y 1.04 0.31 N/A 0.01 1.36

Dona A_ Co_t_ 1.10 0.19 N/A 0.21 1.51
I II I III

WEIGHTED AVERAGE $1.91

N/A- Not ADolicab la . i

* Data entry for the New York EPFT _e_nstration is accomplished by loading

& c_puCer tape of eligible ho_ehold_ f_ the c_Cral social se_ices computer

sys_ to a separate EPFT com_u_er. The Ms= for this operation is included in

the _ntrac_or's ADP fee. Hence, _he direr Labor cost fo= initial aata _try

by FSP staff is not also /_cluded. In an operational system only the data en_zy
cost would be incurred.



household cost almost two-end-a-half times greater than the highest cost reported
among the other fotr project areas. Unlike the other On-Line project areas, New
York City (1) employs a contractor to manage and operate both a primary and
back-up computer system, and (2) pays over-the-counterissuancevendors a
transaction fee that ts twice as much as that reported by any other study site.
AdditionaLly, the computer system supporting the demonstration project area ts
intended eventually to serve a significantly larger _seloed than the current one.

11. _CTIV_ ON-LINR PROJECT AREAS CONTROL DATA vg?_mrrY AND
RAKDWAItg HXtJABLITY TO REDUCE V13X,HEK&BLITY TO LOSS

The major strength of an On-Line system is that it provides instant access to food
stamp master file data. Duplicate and unauthorized issuances can be virtually
eliminated through on-line inquiry and update capabilities, and benefit
reeoncfiiation can be performed automatically.

On-Line systems are more vulnerable to Ices resulting from master file errors
because of system reliance on the automated data base. Effective systems build
tn a number of eontrds to assure master file validity:

· Nottfimtion woeessin& delays are minimized by provtdng immediate
turnaround documents for certification worker review, establishing
Woeessirq_ deadltnas for master file updates, and prioritizing data
entry on the basis of case type or change impact on benefit level

· Imeeueate or imcomplete proCeSsing of household eligibility data is
reduced by instRlllng system logic and specification edits. Benefit
calculation errors ate controlled by providing automatic benefit
calculation l)rcgram_

· Establishment of fraudulent authorization records can be prevented
by Umigng access to master file data.

Another potential for loss in an On-Line system is unreliable hardware. Computer
breakdowm em prevent data process/rig and inquiry functions from being com-
pleted. One project area conteols fee this vulnerability by operating two separate
e_nputer mainframes simultaneously, thereby reducing the probability that a
hardware breakdown will effect ongoi_ operatiom. Other Wojeot areas have
instituted detailed back-up and recovery procedures to ensure that data and
processing time losses are minimized in the event of hardware fa,q_e.
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¥. DIHECT MArL S_TE_

The Direct Mail system is used to deliver about 26 percent of the benefits inthe
Food Stamp Program (See Appendix A). In this syste, m, routine and non-routine
coupon allotments are mailed directly to the client from a centralized delivery
point. Coupon marling is authorized v/a a computer-generated or manually
prepared list of eH_hte households. In most eases, neither the client's signature
nor identification is rec_ired to reeei_ food stamps. The system generally
operates in areas without large urban centers. It is an attractive alternative in
project areas with widely dispersed client populations. Since client accessibility is
maximized, meny states supplement cther/ssuance systems with Direct Mail to
provide better service foe elderly or disabled clients.

Our study included eight project areas that have been identified to use Direct Mail
systems effectively. Exhibit V-1 on the next page displays average monthly
parliclpation data foe each Direct Mail project area, and the type of 'msuance
agent employed to L,-x,_'fer benefits. Hi&blighted below are the major opet_atir_
similarities and differences found among the eight Direct Mail project areas
studied.

· An of the Direct Marl project areas issue benefits from computer--
generated_ authorization listings.

· In three project aree.s, direct mail issuance is provided by centralized,
state-operated issuance .m,Jts, one of which uses an automated coupon
stuffing machine.

· Two project areas contract with an out-of-state vendor to process
direct mail issuances. A third project area contracts with another
government agency to prepare and distribute mm3 issuances, and to
de!Hver ovei-the-eount_ benefits.

· Three project, areas use secondary over-the-counter s_tems to
supplement their direct mail operation. These secondary systems
include: vendor direct delivery of ATP cards; regular ATP card
iss,,_anc_ and on-line issuanee_ The remaining project areas use an
alternate delivery mechanism, such as certified mai] or mandatory
certification office pick-up, to deliver benefits to clients reportLng
repeated mat3 losses.

The methods amd practices used by Direct Mm] project areas to minimize system
vulnerability to lc_ are described in the sections that follow. The rem_r/ng
three sectiom present data on reported benefit loss snd administrative costs of
issuance, ss well ss a summary of Direct Mail sTstem strengths and weaknesses.

1. DELAYI_D PROCEI_ING OF HO1]SEHOLD WLIGIBILITY DATA

Delayed processing of notification data results in a temporary lack of information
regarding the eligibility of a particular &tent fcc benefits; _In_certain situations
this may result in trmuthorized issuance to the client. Unauthorized issuance can
occur when either certification or data management staff fail to update the
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EXHIBIT V-I

DIRECT HALT- PROJECT AREA
CHARACTERISTICS
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client's master file record in a timely fashion. For example, an tmprocessed
change in household income could result in either over- or under-Lssuance.
Likewise, failtre to notify the s_stem of a termination of food stamp benefits
could result in an unauthorized issuance.

All the effecti_ Direct Marl systems studied are respo_i_ to FSP requirements
foe prompt handling of not/flcafion data. Since these sites have computerized
eli/ibility files, they have developed automated procedures to control and
expedite data /_roeessing. Four techniques appear to reduce vulnerability related
to delays in establishing or updating client authorization records. (NOTE: For a
discussion of techniques applicable to manual systems, refer to Chapter VI,
Household _ce Record Systems.)

· One4)_ Tmmarmmd Time--Most of the Direct Mail project areas
attempt to process notification data within one day after receipt
from the certification unit. In all but one of the sample project
areas, this is facilitated by having data entry capability in or adjacent
to the certification areas.

· Batch Control--Ail of the sample project areas employ a numbering
system to prevent documents from being lost and to monitor timely
completion of corrections and u[xlates. Such systems automatically.
assign a document number ce date to each notification form. This
information assists project area staff in identifying where data are
stored and when the information was processed. Additionally, project
areas that have centralized data entry use a clerical support unit to
batch, inspect, and verify notification transactions.

· _ng D_,,_m_es--A]l the effectim Direct Mail project aress es-
tablish an end-of-month cutoff date foe processing updates to the
authorization master file, thus emuring that all required changes are
made price to printing ma/1 issuance elis/bility rosters. Failure by
eartifieation staff to adhere to these cutoff dates may result in
administrative errors that are subsec_ently reported as deficiencies in
a certification unit_ parformance rating. Project areas also provide a
procedure foe locating and "pullin_ individual allotments that need
updat/ng after the cutoff date but price to the monthly mailing.
Typically, _is involves a certification worker notifying imuance staff
in w_/ting that a client's marl benefits be (1) held pending further
instructions, (2) dimrted to a local office foe client pick-up, (3)
ma/led to a different ad&ess, ce (4) vc/ded due to a change in client
circumstances.

To minimize processing delays, one state-operated project area uses a
vendor to provide back-up data entry services. Typically, the vendor
is able to process data within one day of receipt.

· Setting Priorities Fcc Master Fie Updates-Should a backlog of
notification input documents occur, data entry staff in all project
areas are instructed by their supervisors to process new o,_es and
changes that affect benefit levels first. This pratt/ce er_ures that
processing delays do not result in the overissuance or unauthorized
issuance of food stamp benefits.
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2. INACCURATE OR INCOMPLETE PROCESSING OF HOUSEHOLD
ELIGIB w._r Y DATA

The comptex, high-volume data collection systems that support Direct Marl
systems are vulnerable to inaeeurate and fraudulent input. AU of the projeet
areas visited use a variety of computer edits and security procadures to contel
the aeeess to and content of household notificaUon data.

· 8peeifimtton Edll_-All systems provide edit checks that prohibit the
entry of data that fall outside specified values. I_or example, a value
will not be updated if an input transaction does not contain a value
for *Family Income n or if the _lue is not numeric.

· Logi_l g_ts--A]l systems provide some form of logi_l cheeks of the
notification information entered. Most commonly, these sytems
cheek to see that:

- Only one household record exists for a given social seetrity
number

- Only one household record exists for a given address and
apartment

- A zip code is within projeet area boundaries

Project areas with the most sophisticated information systems have
developed lc_ical edits that can

- Automatically place a household on alternate delivery if the
client resides in a high-risk zip code location, or if the client
has reported a previous mail los_

- Reject a request for benefit authorization if the household has
not received pre-eeflstration elearenee. Such olearanee
indicates that neither' the head of household nor household
members are currently participating in the Food Stamp
Program.

- Identify data entry or certification errors by rejecting requests
for (1) more than one routine issuance per month, and (2) a
replacement allotment that, based on the master file record, is
not the same as the oriljnal amount authorized and issued.

- Reject requests for more than two replacements within a six-
month period.

· Autmn_ed Benefit Caleulstiml/V_imtion--An computer systems
provide the capability either to compute household benefit amounts
automatically or to cheek the benefit allotment computed manually
by the eertification worker. Several systems support automatic up-
date of benefit amounts when eligibility oriteria are revised.
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· Cau_ter Access Cm_roLm--AIl systems have built-in security lea- -
tuees that limit access to notification and authorization data to
selected personnel For example, changes to the master file can be
made only by data entry personnel, each of whom is assigned a pass-
word and operator num bet.

3. LO83 OR THEFt OF AUTHORIZATION DOCUMENTS

In a Direct Marl system, this vulnerability is minimized' by the methods used to
prepare and distribute authorization documents mindto issue benefits. An of the
project _ress visited issue coupons from a computerized listing of eligible
households that is accompanied by pre-printed envelopes, address labels, or
mailing inserts. These documents are generated on a daily and monthly basis and
contain all relevant data required to prepare coupon allotments, including
allotment amount, coupon book denominations, postage type, and postage
w eight/am ount.

Once received by the issuance office, issuance documents ere difficult to f.1./fy
or alter by issuance staff. To ensure that authorization records are not tampered
with at the point of issuance, however, all sites follow similar procedures to saf_--
guard and verify issuance documentation.

· Verifi_tica Of E_y Listing_43efore issuing benefits, staff in'
ail project areas receive a print-out of authorized issuances. This
print-out, based on information contained in the food stamp master
file, is updated (I) nightly to produce a listing of clients eligible to
receive daily benefits (e.g., expedited, supplemental, retroactive), and
(2) monthly to produce a listing of routine eligibles. Lislings ind
accompanying marling devi_oes are verified by issuance staffprior to
coupon stuffing. Discrependes between the listings and the mailing
doeumefits ere noted on the comlmter listing and reported to either
the data proeesdng center or certification office staff.

· Mmml, Na_,'Rm'time _ees--In one project area, manual
authorizattom are used to process expedited benefits. Three controls
are used to safeguard a&atmt the establishment of false or inacc_ate
authorization doeument_

- Mmml Issuance Control _All menual issuance authori-
zation documents (e.g., ATPs) generated by the certification
unit are recorded on a standardized form that contains client
and certification wceker identifying information. Authort-
zattca documents are kept in a safe, with access limited to the
certification unit supervisor and one unit clerk.

- _ Appromfi--Manually prepared authorization docu-
ments require the signattre of both the certification worker
and his/her supervisor.

- Issuance Uuit Verification--The certification unit supervisor is
required to notify the issuance unit by telephone that a request
for expedited benefits is being prepared. Dtwing this [:hone
eaiZ, issuenee staffrecord the request on an expedited issuance
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register that contains client identifying information (e.g., case
number, name, address) and the allotment amount. Upon
receipt, Be written request is compared to the issuance
register.Any discrepancies are resolved through a telephone
mil to the eertlfimtton unit clerk responsible for preparation
of the authorization request.

4. CT.n_-NTM_RHPH]_HNTATION/PRAUD AT BHNEPIT IILIVBRY P _CrNT

In Direct Mail systems there is no requirement fcc clients to show identification
before benefit delivery. However, when coupons are deli_mred via certified mail,
clients who misa the delivery must go to the local [xat office to receive their
allotmmt. Depending on pest office practice, the p_tal clerk may require a valid
food stamp identification card before the client signs for the certified delivery.

5. CASml_-R ERROR ]{._5ULTIN(] IN OVX_UAN_

It appeam that either redtmdant cashier practices ce automated benefit peep-
station combined with an evenly planned issuance eyrie reduces both overissuance
and missed delivery deadlines. Tlree practices were observed and reported to
reduce _hiering errors resulting in ove_LsmJan_:

· Mmml Pmduetim UgnE Dual Verifimtica Proee__In project
areas using issuance staff to stuff and seal coupon allotments manu-
ally, it appears that · team approach to _amrifieation and preparation
reduces errors resulting in overissuance. This approach typically re-
quires that one person stuff a coupon allotment while another indi-
vidual verifies the allotment amount. In one project area, a second
verlfimtion is conducted at the end of each isstmmce line (i.e., batch
of 100 issuances). This verification compares batch totals against
remaining inventor 7 to determine if over- ce under-issuance has
occurred. Any discrepancies fotmd require the rechecking of each
envelope mtil the error is found.

· At_omated Ptodeetioa Verification--in one automated s_tem, verifi-
cation Is conducted autcmaticelly at the end of each machine run
of iesuanee control cards. Based on a batch control card, a readout of
the number of coupon books issued is displayed on a digital machine
comter ss well es on the batch controlmrcL At the end of each run,
remairdn[_ inventory is removed from the stuffinf_ maehine and
counted. Any diaereses found require the manual opening and
eotmfing of all prepared allotments until the error is fotmd.

· StsgL,ered Immnce--All project areas in the study follow a staggered
issuance eTele based on the last digit of a client's ease number, date
of birth, ce other sort method. Typically, monthly issuance is
sta!lllered over a lO-to 15-dalr period with non-routine issuance oc_ur-
ring daily. Two of the project areas utilize _e-stuffing to spread the
worldead evenly theouqhout the me, th. Pre-smffinq is reported to
maintain staffing at a fairly constant level throughout the month, to
ensuretimelybenefitdeU_ery,and to reduce cashieringerrorsthat
can occurwhen deadlinesaremissed.
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- Mmual Pre-Stuff_ne of the project areas reviews monthly
Issuance listings to arri_ at routinely issued benefit allotment
amounts. During slack periods, envelopes are pre-stuffed with

- standard allotments into plain envelopes and stored in the vault
until required for issuance.

- Automated Pre-Stuff'mgm-In one automated sr_tem, eligible
households are pre-selected during the first week of each
benefit month. This pre-selection (fcc the following month)
emcees that workload of both issuance staff and the stuff'h'_
machine is distributed evenly. A final selection is perfccmed
at the end of the month to identify eases that require p,lllr_
(i.e., client moved, reeertiftcation denied) or addir_ to the pre-
select/on run.

6. LOSS OR THEFT OF MAlL 18SUANCE ALLOTMENTS

The greatest vulne110a%_ o
Ol_ratid

;3,kmee G)unty. Stil system is, quite obviously, the marlin&
of eoupom. No matter how wen a system protects against lcsa, there are too
many external vulnetabilities that IR'ohibit loss from being totally eliminated. The
procedures described below, which include precautions taken to enstre both safe
delivery to the Postal Service and alient receipt, can be effective in reduc/ng lc_s
due to replacement issuances. (NOTE: Refer to either Chapter 1I (ATP Systems),
Chapter III (Direct Delivery Systems), Chapter IV (On-L/ne Systems), or Chapter
VI (HIR Systems), fcc a description of practices used to control lass in project
areas using mail as a secondary method of benefit del/very).

· Marl Seeteit_A variety of mail security practices were found to be
effective in emtring safe delivery of qgafi allotments from the FSP
agency to the post office.

- Pre-rotted And Ssa!ed Fkst Class Mar'l--There are two advan-
tagm to pre-sort/rig ma/l by zip code. The first is that maggng
mats are reduced by approximately $0.03 per issuance. The
second, and more important, is that pre-sorted mail reduces
the number of times an envelope is handed after it leaves the
laaP agency. By sealing pre-sorted envelopes in locked mail
pouches ce banded trays, another layer of seeuri_ is imposed--
the contents of the bags are concealed as they travel through a
central peoeessir_ hub, thus thwarting internal post office
theft. The majority of project areas use this practice to mail
monthly routine Issuances that do not rec_fire sgeeial handlhtg
(e.g, certified delivery ce alternate over-the-counter
delivery).

- Coupoa Delivery To The Post Off'ice--An of the study sites use
one of the praetices described below to prevent potent/al loss
or theft of coupons while enroute to the post office.

.. Develop an agreement with the local DoUce department
or in-house security staff to provide an escort to the
/)cst office on a re_rular basis

/
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,. Contract _th an armored car service to pick up and
deliver envelopes to the Postal Service

., Require at least two FSP employees to deliver ea-
. velopes to the pest office, stagger delivery times, anti

desi_ate alternate delivery routes if a security escort
or armored ear service is not feasible

Ail three praetieu require the use of a delivery receipt that
must be dgried and dated by the receiving Postal Service
employee. This receipt acknowledges that a shipment of food
stamp envelopes with a certain value were delivered to the
Postal Service on a given date. In the event that m entire or
partial shipment of envelopes is reported lost, this receipt is
used by the I_SP agency and the Postal Impector's office to
initiate investigative action.

- Ceeg/led Mail--Seven of the project areas use certified mail to
deli_r benefits to eligible households. This method of delivery
fs used typically to marl (1) replaeement benefits, (g)
allotments in ez_ess of a project area specified amotmt, (3)
benefits to high risk loeattom or at-risk populations, and (4).
benefits to eUents who report repeated loss of ma_ issuances.

There are two types of certified mail delivery availabl_ (1)
certified, addressee signature required, and (2) certified,
aecepgng individual qlgnature required. In addition, the
sending agency may require that return receipts be either
returned to the FSP agency or held by the PcataiServiee. The
leest mstly combination of certified delivery methods is to

· certify the eeclpient's address and request a receipt only when
non-deli_ry is repoeted. In all project areas visited, this wes
the most frequently used method of certified delivery.
Certified delivery does not always guarantee, however, that
the intended recipients receive their allotments. Practices
followed by project areas to reduce certified mail loss include:

.. Fmtal $eswice Verlfimtion--All project areas using
certified mail prepare such mailings separately from
first-elms envelopes and require that a Postal Service
employee dgn a verification form attesling to the
receipt of all certified mai.

In one project area, the following procedures were
initiated by local postal officials to reduce certified
mail lmsesz One, a postal service verification clerk
verifies certified mai shipments by comparing each
envelope to an FSP ageney-supplied computer listing of
certified mall_ Two, the envelopes are sorted and
counted by zip code and placed in sealed pouches. This
step is performed in a secured section of the post office
and is monitored by a Postal Service supervisor. Three,
sealed bails ere delivered directly to the appropriate
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postal station. Upon receipt, the postal station prepares
a report on the number of certified pieces received.
This report is forwarded daily to the central processing
unit postmaster and the postal inspector.

.. Pmtal Response Time Fcc Certified Marl Se_r_es--In
the project areas requesling copies of certified marl
receipts, problems were reported in receiving timely
response from the PostalServiee.

In one projec_ area a study was conducted that eval-
uated. Postal Service response time. It was found that
local post offices were sending photocopies of dined
receipts or reports of "no record" up to 60 days after
the postal search wss requested. A letter describing
these resul_ prompted an immediate reduction in the
time required to conduct postal searches. As a result,
the FSP agency hms been able to 'deny, on a monthly
basis, replacement requests amounting to over
$30,000. Currently, this agency is receiving signed
receipts within five or six days after the initial
request. In addition, the FSP agency monitors each mag
search and reports monthly to the post offices regarding'
their response time and the number of requests for

· which "no record" wa_ found. The report has been
instrumental in improving response time and assisting
postmasters in identifying internal problems associated
with search requests.

- Rqgstered Mml--Registared mall, which is'placed in a sealed
pouch upon receipt by the Postal Service, is routed ttrongh a
spec/al handling unit staffed by designated postal clerks. Each
time a registered piece is tandled, an entry is made on a marl
control log. These handing practices ensure the safe delivery
of registered mail by providing a secure processing
enviromnent and a well=documented audit trail Registered
mail, which costs approximately twice as much as certified
maR, is used by one project area to mail allotments with a
valtm of moue than $500.

· Benefit Tramfer Seeuri_In addition to securing the delivery of
coupons thro_ cooperative efforts of the Pmtal Service, other
avenues ace available to ensure that benefits are delivered to
clients. These include:

- Ina'eme Accm'ae7 Of Marling By Verifyh_ Addresses Provided
By CLie_s--A major vulnerability in mail issuance is the pro-
eessing of allotments that contain wrong mailing information,
particularly inaccurate zip codes. Practices found to increase
the accuracy of mailing addre_es include: (1) computer edits
that reject eases with out-of-area zip codes, (2) a manual
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review of out-of-sequence zip codes, and (3) the requiremant
that clients provide certification workers with proof of address
prior to predation of notification documents.

- Alternate Delivery Imp_ed After One Reported Mmq L_e-
FI_ regulations require that FSPagenoies place mail issuance
clients on an alternate method of delivery after two reported
l,,_es mthin a slx-month period. To minimize the risk of
multiple mail tmmnee replacements, all project areas rec_ire
that clients reporff_q[ one man loss be placed either on over-
the-minter or certLfied marl delivery for the remainder of the
elien_ certification period or until the certification worker
determines that the threat of loss les beeneliminated.

- Ma2 lasmnee/nterv/ew-_ two of the project areas, certifi-
cation workeea ere responsible for interviewing all clients re-
questing mail isste_ce regarding the seeurit7 of their marl-
boxes. During this interview, clients are asked questions re=
prdtng the number of individuals who rove access to the mail-
box, the security of the mailbox if it is located in a public area
(i.e., alxu'tm_ _lldl_ lobby), end the inetdence of prevtons
mail losses. If the certification worker believes there is a
potential for mail loss, the elimt is placed on alternate or'
over-the-counter issuance until the threat of loss is reduced or
eliminated. '

- Analysis Of _ Lam And 'Returns--In all project areas,
issuance staff conduct aggressive analyses of reported mail
loss, which cen result in the identification of delivery areas
that require spec/al handling (e.g., certified mail or alternate
over-the-eomter delivery). Such analyses include (1) sorting
lessee by dtstriet or street address within zip code to identify
high--risk locafiom (e.g., publie housing units, high crime
areas); (2) plotting lcmes by caseload eheraeteristies to
Identify at-risk pogllatiom (e.g., elderly, handicapped, and
stngle, employed heads of households); and (3) monitoring loss
patterns that may requite Postal Irapeetee intervention (e.g.,
concentrated Imam by earrier route or Postal Serviee
distribution lxlnt).

By conducting routine analyses of mail returm, project area
staff ran begin to identify patterns that may promote loss.
Fee example, a project area that expeHm_ a high rate of
returned allotments should monitor such returns to pinpoint the
reason for nondeUvery. Reesom may include (1) failure by
certification staff to submit timely notification updates, (2)
delays in processing notification updates, or (3) inadequate
tmtructiom to clients regarding the reporl/ng of changes in
address.

- Coordinating Clmely With Postal Ofi'toia]s--A]I eight _coject
aress reported a good working relationship with local Postal
Service officials. Open communication between the project
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area and the Postal Service can assist in identifying areas that
could result in coupon Ices or theft prior to delivery.

If a project area experiences problems in de A!ing with local
postalofficials,then problemsor issues,which aresupported
by strong documentation, should be reported directly to either
a Postal Service regional manager or inspector. For example,
one project _ea reported initial postal service resistance to
processing large, daily volumes of certified mail When FSP
agency staff had emimusted all local Postal Service avenues,
they contacted the Postal Service regional manager. The FSI'
a&ency presented this individual with documentation showing
the mail losses that had occurred as a result of restrietiom
imposed by local postal offidals. Eventually, the issue was
resolved to the satisfaction of both parties.

T. TwI_-FT FROM COUPON STORAGE OR WORKING INYHNTORY

This vulnerability a/feets all project areas and issuance locations where coupons
ere kept. In small, isolated project offices, this may be compotmded by the fact
that insufficient on-site security is available for monitoring and safeguarding
coupon supplies. Practices found to prevent inventory theft in all project areas
are=

· Limited Access, Dual Verifieatioee-All project area issuance and
distribution sites fo]low Fl_J regulations and _del[nes regar_-tg the
disbursement, receipt, transfer, and destruction of food coupons.
Inventoey activities are carried out by at least two authorized staff
members who are responsible for verifying coupon shipments and
inventory disbursements. Additionally, only a limited number of
i:eoject area staff have access to coupon sui_lies--typically, the
project area administrator, issuance supervisor, and head cashier.

· lmmnce Area Securi_An 8uvernment-operated project areas take
added precautions to ensure that working inventories are safeguarded
against potential theft. Such practices inelud_

- Separating working inventories foe each mail issuance cashier
to identify internal theft and to monitor the accuracy of indi-
vidual _--hiering activities

- Using on-site combination lock safes or locking inventory
drawers to safeguard daily and working coupon supplies

- Limiting access to mail issuance area to prevent theft of
coupons and authorization documents

To further reduce the risks associated with maintaining on-s/te
coupon sui_Ues, several of the project areas serving large caseloads
have added one or more of the following control_

- Installing a security alarm system that alerts a local contract
security agency ce police to an attempted robbery or suspicious
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disttr ban ce (ineludir_ such devices as sound and motion
deteetors located in coupon storage area, sfient alarms to
signify both inventor7 tamgering and suspicious disttrbances,
vault and issuance area surveillance cameras, and time-delayed
combination leek vaults).

- Station/rig security guards in mall issuance aress during heavy
[:_,riods of issuance activity

- Assigning police or security guard eseorta during the transfer
of couponsfrom the ieauancesite to the [x_t office

· Ve_lor 8eeteit?--In the three project areas with prI_te vendors, eon-
tract agreements require all issuance a_nts to maintain adequate
records and intemai controls that ensure prot_r eoupon issuances and
to maintain dally reeords of coupon books received, issued, and on-
hand. _suance records are subject to periode audit by the I_DA,
State raP, ce vendor.

8. DEICED OE INCOMPLE_ HHCON(_JATION QF ISSUANCZS

No uniqueWocedures directedspeeifteailyto thisvulnerabilitywere observedin
the project areas visited. An peoJectareas follow F.NS guideUnes regard/rig daily,
monthly, and quarterly reconciliation and reporl/ng requirements.

9. BP.I_FIT LOSSES PEE HOUSEHOLD AVERAGE $0.64 FOR E/R_CT MAIL
S_/3TZblS

Benefit loss eom[:m-ison among project areas using Direct Mail Systems is based on
data reported during the study period on the PNS 250, PLq8 259, and FNS 256
repoets. The following incltcatoeJ (disple_red on Exhibit 1t-2 and explained in
Chapter D are used in this seetton to eomDare the 1_ experienced in the eight
Direct Marl woject areas:

· ln_enteey Lam Per llcmehold (FI_ 950, Line 23, Value of Issuance
Difference divided by I_NS 258, Number of Participating Households)

· Marl Lma Per Hoeaeliold aad I_mnee (Fl_3 259, Column 7e, Value of
Replacements divided b-_FNS 258, Number of Participating
Households md PhS 259, Column ?e, Number of MaLlIssuances)

· Mall lsmnee Eevlaeement Hate (F_ 259, Column To, Number of
Eeplaeements divided by PhS 259, Column ?a, Number of Marl
Iesuanees)

· Total _ Per Household (FNS 250, Line 23, Value of Iasus_ce
Difference plus F173 259, Column ?e, Value of replacements divided
by FNS 258, Number of Households)

Individual lcss and replacement rates ware calculated using total reported values
for the project area for the period Aprfi 1982 through March 1983. Column
averages were weighted by the total number of households ce transactions
processed by each of the eight peojeet areas during the twelve-month study
period.



EXHIBIT V-2

DIRECT MAIL SYSTEM LOSS INDICATORS

(AVERAGE MONTt_Y LOSS PER HOUSEHOLD AND ISSUANCE)

.... .. .,.. i i Im mini II I I Il I I Ill I II I

. NAIL
INVENTORY MAIL TOTAL MAIl, LOSS ISSUANCE
LOSB PER LOSS PER LOSS PER PER HAlL

REPLACEMENT

PR_E_ A_ tlousEHo_ Housed _s_ XSSUAHCR _TE
{_LLARS) (_LLA_) (_T_.ARS) (_L_RS) (PERCENT)

,=, mii

I I II I I

Augusta County 0.08 O. 37 0.45 O. 37 O. 38

Shawnee County _ 0.01 0.57 0.57 0.51 0.59 .

Outagamie County ( 0. Ol O. 23 O. 23 O. 24 O. 28

Kennebec County _ 0.01 O. 50 0.50 0.48 0.41

r4aricopa County < O. 01 0.77 0.77 O. 66 0.46

Ada County < 0.01 0.89 0.89 0.88 0.65

Elmore County 0.01 1.88 1.89 2.14 1.50

San Joaquin County 0.01 0.33 O. 34 0.40 0.45

,,,, mil · '' it

WEIGHTED AVERAGE < GO. O1 $0.64 $0.65 $0.61 0.49%

mm lit I .... I I I

NOTEz Per household loss indicators are computed by dividing the total amount reported in each loss category

by the TOTAL number of participating households as reported on the project area's FNS 256 report. For
Direct Hail project areas an additional indicator--loss per mail issuance--is used. This indicator
displays unit losses for only that portion of the project area's recipient population that receives
benefits through direct mail issuance. (See Chapter One for further expla.ation.)



The Amr_e Monthly Inventory Lms Per Household Among D_t Marl Systems Is
Less Than $0.01--In all but one [_-ojeet area, this loss is attributed to _hier
error. The lsfgest loss per household was $0.08; however, 90 percent of this loss
was a result of unrecovered duplieate issuances that occurred during a three-
month transition from wojeet area to contractor issuance.

Amrsge Monthly Marl L_s in Direct Marl Systems is $0.64 Per Hcusehol_ 0.81.
Per Marl Issmnee-Mall loss per household ranges frorrf a low of $0.23 to a high of
$1.89. Nationally, the marl loss per issuance was $0.75. The highest loss is a
result of theft by a Postal Service employee. Subsequent to the theft, the project
area installed pre-_rted and sealed deUvery of all mail issuances to the post
office. Lc_ per household dropped to $0.32 after this practice was implemented.

As discussed in earlier sections, there are a number of practices that appear to be
effective in reducing losses due to maa replacements. Some cf these are:
requiring that clients submit Woof of residence; interviewing clients about mall-
box security; performing automated edit cheeks of address fields and zip codes
dm'ing the notification process; seetring shipments enroute to the Postal Service;
and institutfmg alternate delivery after one reported mail loss. Additionally, Jll
the sites visited conducted detailed analTses of where loss was oeeterir_. These
enal_es can tsrget at-risk pogulatiom or htf_-risk locations so that restrictive
waati__a___can be designed to reduce the risks associated with the direct marling of
coupens.

Marl Issuance lteplseements Aim'age 0.53 percent of Total lasmnces. Nationally,
the average replacement rate wes 0.59 percent. Replacement rates among the
sites studied range from a low of 0.32 percent to the high of 1.50 percent. As
above, the highest replacement rate occurred in the project area experieneir_ a
major postal theft end was the result of u_s_ed envelopes peasir_ through a
central Postal Service procas_ hub.

In general, replacemcslt rates tend to be closely eorrel_ed with loss rates.
However, if a project area experiences a replacement rate that is less than its l_q
rate, it may be beesuse the average value of a replacement is less than the
average value of an original issuance. Conversely, if the replacement rate is
greater than the loss rate, it may be because the average replacement is less than
the average original issuance. In the first case (replacement rate Ie_ than 1_
rate) the wojeet area may be replacing a large number of combined issuances
(La., original allotment plus a supplement). In the second case (replacement rate
greater than loss rate), the project area may be replacir_ a greater proportion of
non-routine issuances, or issuances for households receiving supplemental
income. In either _-e, a lxlle mrlmee indicates the need for mail loss analysis
to identify (1) why the variance is occurring, and (2) if corrective action should be
taken. Foe example, supglemental income households ere, for the most part,
comprised of the elderly or the handicapped. Targeting these groups foe alternate
delivery (e.g., certified mail) may have an effect on both marl losses and the
associated replacement rate.
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Project Areas Su_lementir_ Their Direct Marl Operation With A Secondary
Issumee System Reported Zero _ Resulting Prom Secondary System
Issmnee. None of the three project areas operating a secon_mry issuance sYStem
to supplement their direct marl ot0eration reported losses resul_ng from secondary
s_em authorization and benefit transfer. The alternate system types used by
these project areas include two ATP sytems and one On-Line System.

Based on a comEarison of study site and national performance measures, the
prael/ees employed by the eight Direct Man project areas appear to be effective
in minimizing s!/stem vulrmrabilities to loss. The table below presents a summary
canparison of performance measures discussed in this section. Additionally, this
table presents ma_ loss measures for 15 projeat areas tnc/uded in this study that
use mail as an _ternate method of benefit delivery. On the average, these study
s/tes experienced a signifimntly lower loss per issuance. This is attributed to the
ability of these sites to both target marl issuance to specified population groups
and transfer alients to an over-th_tmter delimry system should the elient
report repeated marl loss.

Perfcrmmm Measures

Amrag_ A_rage
(Dh,ectMarl (Mi3mdSygtem National

Perf.-tatum Zndimtors Sites) Sites) Average

Inventory Loss Per Household $0.01 $0.01 $0.05
W

Marl LOSs Per Marl Issuance $0.61 $0.23 $0.75

Marl Issuance Re[_/aeement Rate 0.53% 01 9_ 0.59%

10. I_UANCE-RE_D C05_5 AVERAGE/rl.S4 PF.R HOOSEHOLD FOR
I][RE_ }L_IL PRiMECr AREAS

Exhibit V-8 on the next _ge presents the per household monthly costs of issuance
for the project areas by major cast elements. These averages were calculated
from Itc-reported cost end [_artiai/_ation data for the period ApriZ 1982 to March
1983.

· !hojeet Areas Categorical -nd Total Cmts Per Household were cal-
culated by dividing the cost in each category reported by a project
area t_ the number of /m-tidpating households as reported on the
PNS :156, Monthly Project Area Partieipat/on and Coupon Issuance
Report.

· Weighted A_rage Monthly Issuance Cast Per Household was cg/-
eulated as the sum of _oject area tot// costs divided by the sum of
project area [_artieit_ating households as reported on the FNS 256.

J
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EXHIBIT V-3

ISSUANCE COSTS DIRECT MAIL SYSTEMS

(AVERAGE MONTHLY COST PER HOUSEHOLD)

I II I

COST _2_ENT (DOLLARS/HOUSEHOLD)

DIRECT _CT
DATA DIRECT TCF_U_

LABOR PROCESS_qG ISSU_NCZ COSTS
I I I II I I I I I I I i

I I I I I J

Augusta County 0.82 N/A 0.59 0.16 1.57

Shawnee Count_ 0.31 0.27 N/A 0.70 1.28

Ou_aqamie County 0.85 N/A N/A 0.32 1.17

Kennebec County 0.22 o. 15 N/A 0.54 0.91

Maricopa Coun_ 0.58 0.25 N/A 0.71 1.54

Ada County 0.37 0.65 0.51 0.50 2.03

__d:noreCounty 2.07 0.23 N/A 0.38 2.68

San Joaquin 0.04 0.59 0.50 0.79 1.92

I I I II

WEIGHTED AVERAGE $1.64

N/A: Not Applicable



The study objective with respect to administrative costs was to estimate and
eomlmre total issuance costs across project areas. To meet this objective, the
individual costs of perfarmin& issuance-related activities were sorted into a
standard set of issuance system resource requirements. This set includes (1) the
salaries and fringe benefits paid to FSP agency personnel who supervise, perform,
or monitor one or more issuance functions; (2) the automated data processing
costs associated with the processing of food stamp master file data; (3) the fees
paid to contract issuenee agents; and (4) the miscellaneous direct ecsts required to
supgort issuance activity, such as postage to mail coupom or authorization
documents, and fees paid to transport or secure food stamp coupons.

When the costs of these resource rec_irements are added, their sum represents a
reasonable estimate of the costs required to operate a project area's issuance
system. However, gnce the mix of resources varies between project areas, it is
not possible to develop "pure" estimates or averages for individual ecst
categories. For example, in some project areas security guard covereqe is
included as a direct labor cost became _ staff are assigned to monitor issuance
activities. In other project areas this cost is reported as an "other direct"
(miscellaneous) _ because coverage is provided by a oontraet security agency..

The A_rage Monthly Cast Pet Household Amoug Project Areas is $/..64, With
Proj_'A_ Total Costs _ From $0.91 to $2.67. Major exDlanatiom for.
variability in total costs are-

s FSI' A&eney Respomil_tity for Issuance l_uneticm--On the average,
issuance costs are lower in project arras that are operated by a state-
operated issuance unit; higher in project cress that operate their own
direct mail issuance operation. Among the four state-operated pro-
Ject areas, the average cost per household was $1.49. The four
loeallp-operated direct mail operations averaged $1.87 per household.
This economy of scale occurs because state FSP agencies have the
ability to spread relatively fixed costs, such as supervisory staff
direct labor and automated data proeessin&, over a larger base.

· Cmtmeted Benefit Dell_.ry--<)n the average, issuance costs are
higher in project areas that employ contract vendors to deliver food
eoupom; lower in project areas that have I_SP agency-operated direct
mail units. Among the three project areas that contracted with an
_ee vendor, the average cost per household was $1.91. The six
sites operated by b'_P agencies averaged $1.47 per household. Con-
tract issuance costs include overhead and profit components that are
not ineluded for FiP-operated systems. Without any adjuslments to
the data, total isstmnce costs will be biased in the dil'ection of higher
costs far project areas with vendor-operated direct mail delivery.
U,in& a ten percent overhead factor (reported by FIqS to be the
Agency overhead rate) the erst of government-operated issuance sites
would be $1.62, which is slill below the average contract cost.
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U. EFFETE IXEECT MAIL PROJECT AREAS CONTROL FOR MAILING
ADDRESS ACCURACY AND ASSURED BENEFW DELW]/RY TO REDUCE
VULNERABW.ZrY TO LC_

The major strength of a Direct Marl system is that it maximizes aUent access to
food stamp benefits by removing geoiraphie barriers to benefit transfer. Project
areas that issue direct marl benefits to all clients are characterized by a widely
dispersed client population, while those that employ direct maJ1 for certain
portions of their eUent population usually restrict mail delivery to specific client
groups, most often the aged and the handicapped,

The inherent trade-off fcc increased client access to benefits through direct mail
delivery is system vulnerability to factors that can increase the likelihood of loss
during the benefit transfer process. Some of these vulnerabilities ere internal to
the issuance unit4 such as recording inaccurate client ad&esses or failing to
determine potential marl security peoblems. The effective issuance systems we
studied controlled for these vulnerabilities to lc_ by requiring that alients submit
proof of residence; interviewing chants about mailbox seeteitTl, performing
automated edit cheeks of ad&ess fields and zip codes during the notification
process; and identifying clients fcc placement on a certification office benefit
pick-up system after determining thai: a client is at risk foe loss because of
factors such as age, carrier route, hous/ng are a, or zip code. Most project areas
minimize the probability of continued mail losses by placing a client on alternate '
delivery after one mail lms, even, thougfi FNS regulatiom require such delivery
only after two mail losses within a s/x-month period,

Since Direct Mail systems rely on other agencies to deliver benefits outside the
issuance unit, they are especially vulnerable to loss from benefit less or theft.
The systems studied employ a number of effective ways of dealing with external
potential for loss. Vulnerability to theft of benefits in transport from the issuance
unit to the post office is euntroiled by employing security guards md armored ear
services to deliver mailing envelopes. Vulnerability to delayed transport or theft
within the postal system is eontroned by sorting envelopes by zip code at the
issuance site and then sealing each sorted group in a marl pouch, thereby
alleviating the need fcc processing outside the issuance t_it prior to carrier
distribution.
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VI. HOUSEHOLD ISSUANCE RECORD S'iISTEMS

The Household Issuance Record (HIR) system is used to deliver about two percent
of the benefits in the Food Stamp Program (see Appendix A). The HIR system, the
original method of benefit authorization and transfer, is a manual approach to
food stamp issuance in which the authorizing document (the I-HR card) is main-
tained at the iasuance office. The HIR card provides a continuous record of all
issuance transaetiom for an individual household throughout the entire period of
the households eligibility. In this system, benefit transfer is conducted only by
FSP agencies.

Our study included three project areas that have been identified az using HIR sys-
tems effectively. Exhibit YI-1 on the next page displays average monthly par-
tieipation data for each HIE project area. Highlighted below are the major
operating similarities and differences found among the three project areas
studied.

· Two project areas provide both over-the-oounter and direct mail
benefit delivery to eligible households. In both sites, the method df
delivery is determined by client choice. It ts for this reason that the
project area mailing 6? percent of its monthly benefits is included in
this chapter. The feet that clients are allowed to choose their'
method of benefit delivery differentiates this site from a Direct Mail
project area in which eUants are placed automatically on direct mail
issuance at the time of certification. Additionally, like the other
project area, this site uses the same method of benefit authorization
to transfer both over-the-counter and mail benefits. In Direct Mail
project areas, two,,se_rsie authorization mechanisms are used
(computerized listinf of mail issuance households and computer-
printed ATP cards foe over-the-counter delivery).

Halfway through the study period, one project area changed from
direct marl to over-the-eounter benefit delivery. This change was
made to eliminate lmsas due to marl replacements and to reduce pro-
]eat area operating coats.

· Two tx_r]eet areas are rteal and serve a relatively stable recipient
population. The rems/ning project area serves recipients residing in
both rural and urban loeatiom, with the _rt_n caseload tending to
turn over more rapidly than its rtral counterpart. Also, this project
area, which is the l_'-gest of the three studied, is the only one to
provide clients with a choice of over-the-counter issuance locations.

The methods md practices used by these project areas to minimize system vul-
nerability to Ic_ are described in the the first eight sections that follow. The
remaining three sections present data on reported benefit less and administrative
costs of issuance, es well as a summary of HIR system strengths and weaknesses.
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EXHIBIT VI-I

HXR PRDJF.,CTAR_ CHARACTERISTICS

! II Ill I I IIII I I I I I IIII

AVS_B _bV NUHBER/pEII_BiT AVBIL4G!CHOHTHLY VAl,UB/PlCltClmrf
PBOGBAN OF PAJIIflCIPA?ING IfOUS_llOIJ)l OF ISSUANCE TYPE OFIPROJI_CT AagA

Al)MINISTRATION ................. ISSUAHCg AC;IHT
Illlt HAll, IrOTAl, Hilt HAIL TOTAL

i i

Pittsylvanie County, State Administered 1,091 764 1,8SS $145,098 $ 7g,268 S224,366 Government Agency
Virqinia County Operated (SSt) 441%) (6St) (]St)

Latlcauter County, State Administered ],008 1,590 4,598 $324,414 S119,?S6 $444,170 Government Agelicy
Nebraska County Operated (6St) (]St) (?It) (27%)

Calhoun County, State AdminiStered 444 542 986 $ ]]ASI) $ 68,982 $102,S15 Government Agency
NJ ss Jss ippl Comity Gl_reted (451) (SSt) ( 33t) f6?t)

I I IInil mm m I i m

i
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1. DELAYED PHOCESSING OP HOUSEHOLD ELIGIBILITYDATA

Delayed processing of notification data results in a temporary lack of information
regarding the eligibility of a particular client for benefits. In some eases, this
may result in tmauthorized issuance to the client. For example, if a certification
worker forwards a notification document to the issuance _it informing them of a
decrease in a clients benefits, but the issuance unit does not process the change
before benefit trsnsfer, then the client will recei_ benefits in excess of
authorized levels.

An the effective mR sTstems studied are resperesim to PSP requirements for
prompt handling of notification data. These sites have developed manual proce =
dures to control and expedite such data. Four tedmiques appear to reduce
vulnerability related to delays in proees_g client authorization records (HIR
cards).

· One-Day _'nammd Trine--An three project areas attempt to
tx'oeesa notification data within one day of receipt from the
certification unit. One-day proces_ng is faefiitated by having
issuance mits, which double as data msna_ement units, in or adjacent
to cert/fieation areas.

· Batdh Cornel--Two of the sample project areas employ a batch con.
trol s_tem (i.e., notification document pending file) to _'event'
documents from being lost and to monitor timely completion of I-III_
card updates. In both/i_ojeet are'as, certification workers _epere a
three-part notification document, to inform issuance personnel of a
change in a client's eUgibility status. The original and one copy are
forwarded to the hauance unit for KIR update; the second enpy is
placed in an update pending fie (located in the certification tmitL
After issuanca 9ersonnel have finished _x-ocessin& the update, the
oetginat is [_aced in & completed transaction file, end the corer is
rettened to the eartifieation woeker foe filing in the elient*s case
eeened. The pending file is used to monitoe the status of authoriza-
tion updates end also to provide mn audit trail if a notification
document is lost.

· Pl:m_mlng Dwdlfnas--A]l three HIR wojeet eeess establish an end-
of-month cutoff date foe procassing updates to the HIR msster file,
thus emuring that all required changes are made prior to the monthly
issuance cycle. Pafure by certification staff to adhere to this cutoff
date may result in administrative errom that are subsequently
reported as deficiencies in a certification unit's perf_nmce rating.

· m Update PI/orltizattml--6hould a baeklcq of notification doeu-
meats oceue, issuance staff in all three project ereas ere imtrueted to
pt,ocess new eeses and changes that affeat benefit levels first. This
praatiee ermures that processing dela_ cb not result in the
overissuance or tmauthorized issuance of food stamp benefits.
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2. INACCURATE OR INCOMPLETE PROCESSING OF HOUSEHOLD
ELIGIBLITY DATA

Manually prepared notification documents and HIR cards are vulnerable to tran-
scription errors that can result in unauthorized issuance. Two strategies were
found to be effective in monitoring the accuracy of all manually trans_ibed
eligibility inform ation:

· Verification Of Eligibt_itT Data--In all three HIE systems, the
accuracy of notification documents prepared by certification workers
is monitored and verified through (1) supervisory review of all notifi-
cation documents prepared by newly hired certification worke_ on
employment probation, and (2) periodic supervisory review of selected
documents l:m'elared by post-probation eertifieation workers.

· Vistal Specification Cheeics--Prior to updating or establishingan HIR
card, issuance staff in all three project areas are required to cheek
transcribed data for completeness and accum-acy. Typically, these
cheeks include: (1) a review of all numerical fields (e.g., benefit
amount, ease number) for transposition errors, and (2) verification
that the allotment arnote_t equals the corresponding coupon book
denominations, l_otLfieation documents that are misting required
fields or contain inaccurate information ere returned to the. cer-
tification worker for completion or correction. A copy of each'
notification update is returned to the certification unit for filing in
the client's ease record.

3. LOSS OR THEFT OF AUTHORIZATION DOCUI_NT

The HIR system configuration intrinsically _oteets authorization documents from
being lost or stolen and subsequently _xresented by the client for benefit transfer.
Active HIR eerds are vulnerable to alteration and internal loss, however, and
blank HIR cards could be used to establish fraudulent authorization records. Five
strategies were found to be effective in controlling for the less and unauthorized
establishment or alteration of HIR cards:

· Limited Acoesa To mu Ca-_In all t_ee project areas, inactive and
active HIR cards are kept in locked file cabinets, with access limited
to issuance unit supervisors and their immediate staff. The bulk
supply of blank, serialized HIR cards is controlled by issuance super-
visors who monitor the assignment or destruction of blank cards, using
an HIR control log.

· Documented Status Clan&es--All t_ree project areas require that
changes to HIR eerds be documented by a notification form signed
and dated by both the certification worker and the issuance clerk.
Copies of all notification documents are maintained by the issuance
unit; a corresponding copy is filed in the client's _e record.
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· m_-Crcss_eferen ae Fie-For every HIE card established, each of
the UTee project areas initiates m HIR msster file index. This file is
reviewed each time a new ease is established to ensure that the client
is not c_urrently partidimting in the Food Stamp Program. Two pro-
Jeat arem key this index by u_ing the head of households social
seet_ity number, thus providing an additional mmrification of client
status. The third project area keys the index alphabetically.

· Lmt/_ grin Ctd--Should an HIE card be lost or misplaced,
proJeut areas rely on the most recent notification document filed in
the elient_ ease record. A duplicate card is established and used unt_
the original is fomd. If the original is recovered, the duplicate record
is voided and filed in either the client's ease record or the
inaettm file. Like original HIR cards, duplicate HIR cards are
vulnerable to trameription errors that can result in unauthorized
issuance. The strategies diseuased under Section Two minimize the
possibility of such errors.

· Seimr,_co Of Over-_ter And Marl grR CardS--Two project
areas physically separate, clearly mark, or color-code HIR cards to
indimte the methed of benefit transfer (i.e., over-the-counter or
mail). This l;hysteal separation ensures that clients do not receive
both over-ltm-eotmter and mat_ issmmce allotmmts.

4. CLIENT MIS_Ii_SENTATION_EAUD AT BEHE_ TEAL_ITER PC[NT

Issuance systems vat greatly In their vulnerability to lass from misrepresenta-
tiom Areas with lerge, hish-ttwnover _seloads niust use a series of verification
procedures to avcid l e,__ through misrepresentation. In most eases, these proc. e-
dm'es require addiUonal idonttfimtion If tim re.shier has my question about
verification documents provided by the client or his or her representative.
Smaller projec_areas, similar to the HIE study sites, are least vulnerable because
their cashiers become acqtudnted with eligible clients and identification is oft en
by sight. Sgeeffimlly, tteee praetiees were observed:

· 8111natteeCcmLmHsm--The ellant must sign the MIR card in the pre-
sence of the ,_,-hter. If this sEgnattre does not met_ the client's
food stamp identifieatim e_d, an additional form of identification
with the ellmt's photol{rai:h may be requested. Typically, however,
the eltenes essewoeker is asked to verify the client's identity.

· l_ede_m Of Authorized Eelwesemdmtim--A]l of the L:x'ojeat
areas require that authorized representatives be identified on the HIR
card and on the oJtmt's ldentifimtion em'd. Authorized regresenta--
tives must then follow the signature comparison procedure outlined
above.

· Desi&natica Of Emeellene 7 Eeixrese_aU_ all three [:eoJect areas,'
emergency representatives ere allowed to pick up benefits for eligible
eltants. When this is done, the following procedure is followed:

- The emergency representative must present the head of house-
hold's food stamp identification card along with a signed
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authorization note from the client containing the signature of
the head of household and the printed name and signature of
the emergency representative.

- The emerge,ney representative must sign the HIlt card and pro-
vide the L_'uance cashier with an additional form of personal
identification for signature comparison.

- After benefits have been transferred, the authorization note is
filed in the elien_ ease record.

5. CA_]m_R ERROR laqmULTING IN OFEB_ISUANC_

Over/ssuenee ean also oeetr as a result of eashiar error in delivering coupons to
clients. It ai_e_ that a combination of redundant cashier Fraetices combined
with an even client flow reduces errors resulting' in over/ssuanee. Four praet/ees
were repotted to reduce cashier errors resulting in overissuance-

· Double Cmati_In all trree project. _eas, coupon books are counted
twiee prior to benefit ttansfer--_t, when removed from. worldr_
inventory, end second, when handed to the redpient. In two project
areas the client ia requested to recount the coupon books before
leaving the issuance window.

· ]?re-Benefit T_ Coupon Book 8et_uratioe--All three sites noted
problem with the two and seven dollar coupon books. Because these
books are bound with glue, there is a tendency for them to stick
together. An additional effort to separate' book denominations prior
to issuance was reported to reduce overissuence of these coupon book
denominations.

· 8_ _When issuenee is concentrated during the first
two er three days of the month, cashiers must transfer a high volume
of benefits in a short time per/od. This high issuance volume appears
to result in eashterin& errors. 8tainted issuance, _eaetteed in two of
the theee project area.% permits an even ellent flow that is reported
to reduce cashterir4{ errors.

To eompensate for the increased client activity caused by
umtaaered issuance, the third project area reorutts additional FSP
staff to monitor client flow and issue benefits. Also, durin& this
period, one issuance window is asdgned an FSP "troubleshooter n to
whom el.tents with ques_om or problems are referred. This practice
is designed to minimize proeesstn& delays which could result in
overissuanee due to cashier or administrati_ error. For example, a
cashier may notice that the Hilt card eontalm an allotment amount
different from the correspondin&couponbookdenominations.Imtead
of the cashiermaking ajudgmentas to the correct amount,the client
is referred to the "troubleshooter" who then verifies the correct
benefit amount by eheekinff with the client's certification worker or
reviewing the eUent's ease record.
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· Verification Of Manually Prepared mR CardS--Typographical errors
appearing on manually produced HIl%earch can result in unauthorized
overissuance. Common mn.ors include: (1) a mismatch between the
spelling of a client's name as it appears on the food stamp identifica-
tion sad HIR cards, sad (2) an allotment amount different from the
corresponding coupon book denominations. Upon detection of an error
on the HIR card, cashiers in all three sites first determine if the error
was the result of a transcription mistake. This is done by checking
the most recently submitted notification document. If the same error
appeals on this doeument_ the client is referred to his/her certifica-
tion worker for additional follow-up.

6. _ OR TI]K.VT OF MAIL 188UANCIE AT.T.OTME17I_

Two HIR project areA* use direct mail ss an alternate method of benefit
delivery. Several praetiees were fotmd to minimize losses resulting from coupons
reported lest or stolen in the mail (NOTE: For a more detailed deserit_tion of
practices designed to reduce mall loss, refer to Chapter V, Direct Marl Systems.)

· DulLer Valtm Restriction--One project area restricts mail issuance to
households receiving less than $200 in monthly benefits. This limit is
based on the mail less experience of this particular project area.

· Altmmage D_mry Imposed After One Reported Marl I,oss--P_
regulations require that FSP agencies place marl issuance clienl_ on
mt alternate method of delivery after two reported losses within a
-,ix-month period. To minimize the risk of multiple mail issuance
replacemmts, both project areas require that eUents reporting one
marl lorn be placed on ovee-the-eounter delivery for the remainder of
the ciient's certifimtion period or until the certificatic_n worker
determines that the threat of loss has been eliminated.

· Mail Iammnee Interview--In one project _eea, certification workers
interview all curets requesting mail lsstance regarding the security
of their mailboxes. During this interview, clients are asked questions
regarding the number of indivtd-ais who have access to the manbox,
the security of the mailbox if it Is located In a public area (e.g.,
a_xu-tment building lobby), end the lr_dence of previous marl losses.
If the certification worker believes that there is a potential for mail
loss, the eUent is placed on over-_e-munter issuance until _ threat
of Ices is reduced ce eUminated.

· ArmlyMs Of Mini Imm And Returns--In all three project areas,
issuance staff conduct _u_e analyses of reported marl losses, which
are repoeted in Urn to the Postal Service for further investisacion.
Such analyses, which are summarized on the FNS 259, result in the
identification of deUmry arm that require special handling (e.g.,
certified mail or altetmate over-the-counter delivery). For example,
one project area e_perienced a high loss rate among clients who
received their coupons si pest office boxes. Upon investigation, it
wes fctmd thet allotmsats were being stolen by an individual who,
through his own mail box, could accesa adjacent mail boxes and
remove coupon es_velopes.
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By C°nducting routine analyses of maii'returns, project area staff also
can begin to identify patterns that may promote loss. For example, a
project area that experiences a high rate of returned allotments
monitors such returns to pinpoint the reason for nondelivery. Reasons
may include (1) failure by certification staff to submit timely
notifieation updates, (2) delays in processing notification updates, or
(3) inadequate imtruetiom to clients regarding the reporting of
changes tn address.

7. THEFt FROM COUPON STORAGE OR WORKING INYENTORY

This vulnerability affects all project areas and issuance locations where coupons
are kept. In small, isolated project offices, this vulnerability may be compounded
by the fact that insufficient on-site security is available for monitoring and safe-
guarding coupon supplies. Practices found to prevent inventory theft in small pro-
jeer areas are:

· Off-Site Bulk Stum_-_n the average the study sites maintain a
three- to six-month bulk supply of coupons. However, because of
inadequate on-site security, all project areas store their bulk eoupo{_
similes at off-ste, secured facilities (i.e., !_mnk, sheriff's office, and
contract armored car service).

· Limited Access, Dual Verification---All project area issuance sites'
follow Flq8 regulations and guidelines regarding the disbursement,
reeeiiX, transfer, and destruction of food coupons. Inventory activi-
ties are eartiecl out by at least two authorized staff members who are
responsible for verifying coupon shipments and inventory disburse-
ments. Additionally, only a limited number of project area staff coupon supplies--typimlly, the project area

administrator, issuance supervisor, and head cashier.

· Issuance Area Seetett'p--All three project areas take added
precautionsto emure that on-_te coupon inventories are safeguarded
against potential theft. Typical practices include

- Separating working Inventories for each issuance _,hier to
monitor the accuracy of individual eastttegng activities

- U_ng on-,itc combination lock safes or locking inventory
drawers to safeguard daily and working cou_n supplies

- Enelesing and limiting acoess to cashiering cages to prevent
theft c_ coupons and authorization records

To further reduce the risks associated with maintaining on-site
coupon supplies, the project area serving the largest caseload has
added the following controls:

- Installing a security alarm system that alerts a local contract
security agency to an attempted robbery or suspicious dis-
turbance
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- Stationing a security guard in the main issuance area during
heavy periods of issuance activity

- Assigning a security guard escort during the transfer of
coupom between the main issuance site and itinerant issuance
locations

8. I_IAY_D OR nqCOMP_ w_-CONCILIATION OF _SUANCI_

Daily and mont_y reconciliation of documented issuance to actual issuance is per-
formed manuaBy in all of the HIR project ereee studied. This _econciliation
tess highlights inventory dtserepaneim due to eeshier error or theft. Reconcilia-
tion of documented issuance to authorized issuance is performed, by regulation, in
all tITee project erees on a semi-armual basis. This semi-annual review of 20
percent of the [x-ojeet erea caseload is used to reveal discrepancies between ease
records and HIR cards. None of the sites visited reported any disa-epaneies in this
review.

No unique [x_-durm directed speeifimny to this vulnerability were observed in
the project seem visited. All project _as follow FI_ guidelines regarding daffy
and montMy recone/liation md revorttr_ requiremmts.

9. BRHKF]_ Li_SJ_ pp.& HOI_XgOLD AVKRAGK $0.13 IN M!_rI_.D

Benefit lms mml_u'ison among peoj_,t sreU using HIR systems is based on dat a

reported during the study period on the FNS 250, FNS 259, and F NS 256 reports.
The following indicators (displayed on Exhibit VI-_ and explained m Chapter D are
used in this section to c_mpere the Ices experienced in the three HIP. project
are/l_:

· lrn_ Loss Per Hmmebold (PHIS 250, Line 23, Value of Issumee
D_erenee divided by PN$256,Numberof Participating' Households)

· Marl Loss Per Hou_boM'md ]_umee (I_'S 259, Column 7e, Value of .
Replacements divided by_ 256, Number of Participating House.-
holds and _ 259, Column?a, Numbe_ of Mail Issuences)

· Marl lsmmnee Repla_m_ RaCe (lmS 252, Column 7b, Number of
Replacements divided by FNS 259, Column 7a, Number of Marl
Issuances)

· Total Lots Per Hom_bold (FNS 250, Line 23, Value of Issuance
Difference plus FNS 259, Column ?e, Value of Replacements divided
by PNS256,Num_. of Households)

Individual loss md replacement rates were mleulated usin_ total reported values
for the project area for the period April 1982 through March 1983. Column
averages were weti_hted by the total number of households or transaations
processed by each of the three project areas during the twetve-month study
period.
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EXHIBIT VI-2

HXR SYSTEM IX)SS XNDICATORS

(AVERAGE MONTHLY LOSS PER HOUSEHOLD AND ISSUANCE)

IIII I II I IIII I I IIIII I

ZmR¥ _IL ZSSOAt_CE
LOSS PER .MALL LOSS TOTAL LOSS MAIL LOSS PER REPLACEMENT'

PROJECT AREA PER IIOUSEIIOLO PER HOUSEHOLD MAIL ISSUANCE

HOUSEHOLD _OLLARS) (DOLLARS) (DOLLARS) RATE( DOLLARS) (PERCENT)
i mi ii i i iml ii i ii

m

Pitts¥1vania County 0.02 0.10 0.13 0.25 0.15

Lancaster County <0.01 0.17 0.17 0.48 0.48

Calhoun County <0.01 0.02 0.02 0.03 0.06
I I I IllI I I I Iii

WEIGHTBD AVERAGB ( $0.01 $0.13 $0.14 $0.34 0.32%

III I III [ II I I

NOTEz Per household loss indicators are computed by dividing the total amount reported in each loss category
by the TOTAL number of participating households as reported on the project area's FNS 256 report. For

project areas using mail issuance an additional indicator--loss per mail issuance--is used. This

indicator displays unit losses for only that portion of the project area's recipient population that

receives benefits through direct mail issuance. (See Chapter One for further explanation.)

$



The Amrage Monthly Inventory Lmm Per Household Among Effeetim HIR Systems
Is Less Than $0.01. In all ttree project ereas, this loss is attributed to cashier
error. The project area experiencing the highest less per household ($0.02)
displayed a 68-gercent increase in cashier error after changing from direct mail to
over-_e-counter benefit delivery. This rise in cashier error may be reflecting the
change from a team verification of each mail allotment (used during the first six
months of the study period) to a single counting of emuover-the-cotmter benefit
transfer (used during the last six months of the study of period).

Proj_ Area Environmental Clm'aetoristi_ Account Foe Hi&h/Low Marl Less
Data Pcinia'. The project area reporting the highest marl lcss rates contains
urban clusters inhabited by transient populations. These eharacteristios, combined
with higher mail Ices rates, indicate the desirability of targeted or restricted mail
issuance practices (e.g., certified mail er mandatory over-the-counter issuance)
which are not currently employed by the project area. Conversely, the site with
the lowest mail less rate serves a smlgl, rural recipient populsf, ion that is
relatively stable and well known to FSP staff. In this site, no restrietive praetiees
are rec/_ired.

· [{IR project areas using mail as an altenate delivery method experi-
enee an average monthly Imm per mail issuance of $0.34. Loss ranges
from $0.03 to $0.48. Nationally, the average monthly less per
issuance was $0.75 for the period April 1982 to March 1983

· Mail issuance replacements avurage 0.32 percent of total issuances.
This percentage is correlated with the number of m ail issuances, from
a low of 0.06 percent (of 6,500 issuances) to a high of 0.48 percent (of
19,000 iasuanees). Nationally, the replacement rate was 0.59 percent
for the period April 1982 to 1983.

Based on a cQmparison of study site and national performance measures, the
practiees employed by the three HIR project areas appear to be effective in
minimizing system vulnevabilities to loss. The table below presents a summery
coml_rison of performance.measurm dlseumed in this section.

Performmee Measures

Performance lndicetoes Study lqafiomd
Amrsge Amrzge

Inventory Loss Per Household $0.01 $0.05
Mail Loss Per Marl Issuance $0.34 $0.75
Mail Issuance Replacement Rate 0.3 2% 0. S 996

, , , , ,

* For comparison of lcss rates experienced in project areas using direct mail
as the primary method of benefit delivery to pro{eet areas using mail as an
alternate method, refer to Chapter V, Direct Mail Systems.
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10. ISSUANCE_TED COSTS AVERAGE $1.66PEltHOUSEHOLD FOR iw_
PROJE CT AREAS

ExhibitVI-3on thenextpap [:resentstheper householdmonthlycostsof _suance
for the project aress by majce cost dements. These averages were calculated
from s/te-reported cost end partidpaticn data fcc the period Ai_r_ 1982 to March
1983.

· Project Area Ca_egerlml And Total Cmts Per Household -_ere ealc_--
lated by dividing the cost in each category reported by a project area
by the number of pertieipating households es reported on the FHS 256,
Monthly Project Area Partidpation and Coupon Issuance Report.

· Weighted Amre_e Monthly lsstemce Cmt Per Household was calcu-
lated as the sum of project area total costs divided by the sum of
project area pertieipating households ss reported on the PNS 256.

The study objective with respect to administrative costs was to esl/mate end
compare total issuance costs across project areas. To meet this objective, the
individual costs of performing issuance-related activities were sorted into a
standard set of issuance system resotrce requirements. This set includes (1) the
salaries and fringe benefits [:aid to I_JP agency personnel who supervise, perform,
or monitor one or more tssuenee functions; (_) the automated data procsssing.
costs sssoeiated with the processing of food stamp master file data; (3) the fees
paid to contract issuance agents; and (4) the miscellaneous direct cmts required to
support issuance activity, _teh es postage to marl coupom or authorization
documents, and fees paid to transport or secure food stamp coupons.

When the costs of these resource requirements are added, their sum represents a
reasonable eslimate of the costs required to operate a project area's issuance
system. However, _ince the mix of resources mries between project areas, it is
not pos_ble to develop "pt=e"eslim_es ce aveeages for individual e_st cate-
gories. For example, in some [l,oJect areas, security guard coverage Is included es
a direct labor ecst because PSP staff are asdgned to mon/tor issuance activities.
In other ix_jeat steam, this cost is reported ss mn "other direct" (miscellaneous)
cost because coverage is l_rovided by a contract security agency.

The Aver_ Monthly Cmt Per Household Among Proj_ Areas Is :{1.86, With
Pngeet Area Total Cmis _ Prom $'1.58 To _.lT.

11. EFI_CTIVE gr_ PROJRC_ AIIEAS CONTROL MANUAL PROCRSSING
DKLAI_ AND ERRORS TO REDUCE VULNERABILITY TO LC6S

The major strength of an HIR system is that client access to the authorization
deeument is restricted to the benefit issuance site. Clients or their represen-
tatives must sign the authorization document at the benefit issuance site prior to
benefit transfer. This feature promctes control of loss resulting from client
claims of n0n-eeceiDt of ma/led authorization documents.

HIR systems sre characteristically Ieeated in project areas with relatively small
caseloads. This aids in the control of loss due to client misrepresentation because
issuance staff can usually identify clients by sight, ss well ms by sisnature. Also,
certification and issuance funefiom tend to be housed in the same bu/ld/ng in
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EXHIBIT VI-3

ISSUANCE COSTS HIR SYST_"%S

(AVERAGE MONTHLY COST PER HOUSEHOLD)

COST _ (DO_/HOUSEHOLD)

PROJECT AREA
DIRECT CONTRACT

ADP OTHER TOTAL
LABOR ISSUANCE

Pittsylvania Coun=y 1.48 N/A N/A 0.11 1.59

Lancaster Coun=y 1.29 N/A N/A 0.29 1.58

Calhoun County 2.00 N/A N/A 0.17 2.17

WEIGHTED AVERAGE $1.66

N/A: Not Agplicable



these less populous project sreas, promoting the availability of immediate
cesewcrker assistance in resolving cases of suspected client misrepresentation.
The greatest source of potential loss in an HIR system is' the ,difficulty of
controlling internal conditions related to manual issuance proeesdng. Manual
processing is relgi_ly slow and inaccurate. The project areas studied have
established controls for these vulnerabili_es.

· System timeliness can be im_oved by enfoeein& deadlines, such as
one-day turnaround time foe notification data receipt and 9rocessing,
and a monthly cutoff date foe master file updating. These deadlines
are often monitored through a document pendng file.

· Accuracy cen be promoted by building controls into various issuance
proc_-_es and are most useful when they duplicate functions that are
especially vulnerable to human error, such as calculating benefit
amounts, tramposing notification data onto HIR cards, and converting
authorized allotments correspendir_ to coupon book denominatiom on
the HIR card.
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VIL COMPARATIVB ANALYSIS

The focus _f the preceding chapters is on operational features and performance of
effective examples of each major system type. Comparisons are within system
types.

In this chapter, comparisons are across system types. This different level of eom-
par/son addresses three major questions:

· What is the relative capability of the various system types for eon-
trolling benefit loss?

· How do the operating costs of various system types compare?

· What courses of action can State and local FSP agencies take to
improve overall performance of the issuance function?

Three primely areas of loss are identified in the earlier chapters: inventory loss,
mail less, md lass due to unmatched ATP transactions. Al1 study site and national
loss statistics discussed in this chapter are based on data reported to FNS during
the period Apr_ 1982 to March 1983. National performance measures were
calculated usin$ the same equations used to derive study loss averages. These
measures include:

· Inventory Ixss Per Household (FNS 250, Line 23, Value of Issuance
Difference divided by FNS 256, Number of Participatin$ Households)

· ATP Lms Per Transaction (FI_ 46, Line 10, Value of Unmatched
ATPs Transacted divided by FNS 46, Line 8, Total ATPs Transacted)

· Marl Less Per Ismmee (FNS 259, Column 7e, Value of Replacements
divided t_y FNS 259, Column ?a, Number of Mail Issuances)

All lo_ averages are weighted by the total number of households, tramaetions, or
issuances reported during the twelve-mouth study period.

The capability of the different system types for controlling these losses are
examined in the first three sectiom of this chapter. Some inherent advantages of
HIR, Direct Delivery, and On-Line systems are recognized in the fourth section.
Administrative costs are considered next. In the last section of the chapter,
alternatives for improving issuance system performance are described.

1. .ALL SYSTEM TYPES HAVE CAPACITY FOE MINIMIZING INVENTOEY
I,CS8

Inventory lasses, ss defined in prior chapters, are shortages due mast often to
cashiering errors. These show u_ ss discrepancies between documented issuance
and coupon stock and are reported on line 23 of FNS 250. Ali FSP issuance agents
are required to submit this report regardless of the system type in use.

Inventory lass for the project areas we visited are tabulated in Table 1 on the fol-
lowing page. The figures shown are averages for the sites usin$ each system type.
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Table I

Primery Issuance System Inventory Loss Per Household
(42 - 3/Sa)

ATP
Dkeet Delivery 0.03
On-Lfne 0.02
Dire_ Mofi 0.01
Nm 0.01

Netimal Average $0.05

It is evident in this table that there is little variation in inventory loss across
system types, end that inventoey loss for all the study sites is significantly lower
than the national average, This superior performance appears to be attributable,
at least in part, to several [xmetiees observed in most of the sites visited:

· Access to inventory storage area ia Hmited to two ce three key
people, and PaP and contract issuance agents follow FNS regulations
re_g the disbursement, receipt, tranger, and destruction of food
coupons.

e

· Lo_ksand enelcstwes ere used to maximize the physical security of
inventory storage and issuance areas.

· Separate working inventories are maintained for each cashier so that
the accuracy of individual emhiering acti_ties can be monitored and
internal theft mn be detected.

· Coupon books are counted twice before benefit transfer--fits_ when
removed from working inventory, and second, when handed to the
r_-_dpient.

· Because the two and seven doller coupon books ere hotrod with glue,
there is a tendency for them to stick together during benefit
transfer.An additional effort to separate these denominations before
issuance was reported by I_P staff to reduce their overissuanee.

· Issuancetimes are sta_ered at most sites to reduce eashiertrg errors
thai: occur when high volumes are processed in compressed time
frames; in addition, at least one site varies the size of the issuance
staff based on expected volume of ATP transactions.

In addition to these practices that are common to most of the sites we visited,
even tighter procedures have been in_emented by a few sites:

· One contract issuance agent requires teller reimbursement for inven-
'tory shortages. Lqone government-operated issuance site, inventory
errors may result in disciplinary action.

VU-2



· Cashiers in one site are trained comprehensively to reduce loss caused
by cashier negligence, eUent misrepresentation, and falsification of
authorization documents.

· Security guards or police provide escort service at some sites during
transfer of coupons between the issuance site and daily storage.

2. LOSSES ARE LOWHR IN PROJECT AREAS THAT I]BHMAlL ISSUANCE
Su.T_._.y THAN IN THOSE WHERE MAIL IS _ PRIMARY
_UANCE SYSTEM

Man loss is meastred by marl replacements issued, as reported on line ?e of FNS
259. This report is required of all FSP agencies that do any mail issuance.

Table 2, below, displays average mail loss for study sites using various s_tem
types. By definition, sites listed as Direct MaG sites use mail as the primary
issuance method, and sites identified with one of the four other system types use
mail, ff at al/, as a secondary issuance method.

Table 2

Use Of Marl Issuance Dollar Lms Per Marl Issuance
(4/82 - 3/83)

Primary System Far Study Sites - - $0.6'1
Secondary System l_cr StudySi_es. 0.23

Nsf.ional A_rs_ ' $0.75

The Direct Mail sites we visited have somewhat lower mail loss than the national
average mail loss. This better performenee is associated with the following
general con'o'oL_

· Pre-sorted first class mall is used; this mml is sorted by zip code and
sealed in locked mar pouches or in banded trays by the FSP agency.
Pre-sorting reduces the number of times an envelope is !_andled after
it leaves the FSP agency, and sealing conceals the contents of the
begs or trays as they move through a Postal Service central
processing hub.

· In sittmtiom where the potential fcc marl loss is high or where
significant losses have already occurred, delivery se_wiees that
require deeumentaticn of receipt--certified mail ce registered mail,
ss appropriat_ used,

· FSP agency staffs conduct routine and aggressi_ analyses of reported
mail losses and returned mai], and they work closely with Postal Ser-
vice officials to eliminate problems identified in these analyses.
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Program a_neies that use an issuance method other than Direct Marl ordinarily
use mail seleetively where the primary issuance method cannot be used or is -
patently more costly. These situatiom typimlly are of two types:

· Food stamp allotments are marled to individuals who find it difficult
or impossible to come to an issuance point--particularly elderly,
handicapped, and geograL:_ieally isolated clients.

· Food stamp allotments are marled to households where the risk of
mail l_tq is considered less than the risk foe households in general,
such as those reeeivfr_ relatiwly small allotments or known to have
secure mailboxes.

In addition to these basle steps to reduce marl loss, some FSP agencies use one or
two other measures to tighten security:

· Clients who report one mail less are placed immediately on over-the-
counter ce certified mall delivery for the remainder of their certifi-
cation wried or until the certification worker determines that the
threat of Ices has been eliminated. (FNS regulations require that
this _'oeedure be invoiced after two losses in a six-month period, but
these FSP agencies have adopted a more stringent rule.)

· Measures are taken to ec_tre that losses do not oeetr o_uringtranapor- '
ration of mail from the _P ageney to the post office--typically
either use of armored _ deHwery or requiring postal 'worKers to sign
a receipt foe each shipment.

3. ElalaE_E ATP SYSTE_ USE SEVERAL PRACTICES TO REDUCE
LOSSES BELOW NATIONAL AVERAGES

ATP lass ts operationally defined es the number and benefit value arising from
Lmmntehed ATPs and is reported on Line 10 of FRS 46. Average loss foe the ATP
issuance sites we visited are shown in Table 3.

Table 3

Use Of ATP lsmnee Deaar Lms Per Tramaetion
(42 - 3/S3)

Primary _stem Foe Study Sites $0.13
Natiooal Average $0.43

A eomparL_n of the figures in Table 3 with those in Table 2 shows that ATP lorn
is comistently lower than mail less in systems that use Direct Mall as the primary
issuance method. This is not surpriing, beeause cor,,iderably tighter control over
coupons is maintained in this system type than in Dtreat Mail systems. Further-
more, use of ATPs means that issuance woekets can verify the identity of recip-
ients--usually an impossibility in Dk_et Marl systems.
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All the ATP sites we visited are scrupulous in observing FNS regulations that
require timely processing of eligibility notifications, that limit replacements to
two tn six months and impose a waiting period for replacements, and that require
completion of an affidavit when loss is reported. Ail of the ATP sites we visited
impose additional controls that clearly increase, their effectiveness in reducing
ATP los_

· Both manual and automated data management systems are designed
to expedite the processing of household eligibility data.

· Aeet_aey and integrity of eligibility data is verified throu&h a variety
of eemputerized edits.

· Signatures of recipients ere _om_red at time of issuance with signa-
tures maintained at the issuance point or on Food Stamp identifi-
cation cards. In some areas, the iclentifieation card beats the
reetpient_s photograph. In others, recipients are required to present
an additiemLl term of personal identification i eontatning the
individual's photograph.

The most effective ATP systems use still other techniques to tighten seeuri_
even mor_

· The number, of ATPs I_oeessed manually is matched exactly against-
the number of blink. ATP cards drawn from inventory, thus
minimizing the possibility of fraudulent use of blank ATP cards.
Access to blank ATP cards typically is limited, and some sites print
recipi, ants' identification card serial.numbers on ATP carols when they
are [x,oe __'s_ed.

· Non-routine and replacement ATPs are generated in some sites by
eemputer only. This reduces the possibility of transacting duplicate
replacements, a major source of loss in ATP systems.

· Clients reporting one ATP less are placed Immediately on alternate
delivery (e.g., eertifimtion offiee pick-up) for the remainder of the
certification period or until the eertffication worker determines that
the tire. at of loss has been eliminated.

4. HE_ DIR]/_ _Y, AND OH--MN]{ 8'Jr3TE_ HAVE INHERENT
ADVA_MTAO{_ IN COIqTROIA,ING AI3'rHORIZATJiON8

A major vulnerability to loss oecum when ATPs or eoupom are marled to
reeipiants. This vulnerabilty is a!iminated in systems in wh/eh authorization
documents are kept at issuance points and eoupom are del/verd to recipients in
person. Although there are no routinely generated data on unmat_ed issuances
for the three system types that have this eharacterislie--HIR, Direct Delivery,
and On-Line s_tems--eaeh provides greater _ysieal control over authorization.
The limited data that are available indicate that two of these (On-Line and Direct
Delivery) control loss due to unauthorized issuance mere effeettvely than Direct
Marl and ATP systems.
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HIE systems use a permanent authorization and issuance record doeummt that ts
kept in the FSP agency office and thus is not exposed to external loss. Because

_" recipients m_t come to a central office, however, this system type is suitable
on17 in project areas that are ireograi_ttcally compact. This means that HIR
systems are used to serve relatively small client populatiom; issuanceworkers in
suchsystems recognize many recipients, and the risk of fraud is further redueecL

e

Direct Delivery systems transfer monthly paper authorization documents to issu-
ance loeatiom only rather than householdsdirectly. This facilitates much tighter
physicel security tn the transfer aettvity.

On-Line systems eliminate the use of pet:er authorization documents entirely.
ConeomitantlT, this eliminates the risk of losing paper documents, limits the
oR_ortunity fer fraudulent alteration of authorization records, and facilitates
rapid updating of the authorization records.
_. DIFFERENCESIN THE ADMINISTRATIVECOSTOF ISSUANCEOPERATION

ACROSSSYSTEMTYPESARB NOTSTATISTICALLYSIGNIFICANT

Conceptually, the administrative costs of the issuance function are considered to
consist of fctr major components: (1) salaries and fringe benefits of I_SPagency
pez_onnelresponsible for issuance activities, (2) automated data proeesm,.gcosts
associated with processing PSP master file data, (3) fees paid to contract issuance
agents, end (4) miseenaneousdirect emtssuchas postage,tramportation,and
security costs. Accounting allocation methods vary so _'eatly among FSP'
agencies, however, that cost. associated with these individual categories are much
less useful for compuqson p_tp_ea than total administrative costs for the project
areas,

ADP costs are particularly difficult to corni_are. In eny one projectarea, ADP
costs are affected heavily not onl7 by allocation methods but also by the degree to
which available computer system mpieit7 is utilized and by the nature of beck-up
systems in place. Start-up emts for capital equipment and software development
are so iclim!alcratie that they were ezoluded deliberately from the _alysis.

In view of these technical difficulties, the comparison of administrative costs
across system types is focused on total costs.

Teble ·

Primary Issmnce System Admi_strsfim Cmt Pet gousehoM
(4_2 - 3_3)

ATP _.._
DkeetDe!linty 1.49
Ou-Lb2 1.91
D_ Marl 1.S4
RTe 1.66
Weighted AmT_Su For Al Study Si_es $1.S3

Many observers of the FSPhave the impression that the Direct Mail system has
" the lowest cost becausethis system type appears to useless direct labor and com-

puter support. Detailed analysis of effective Direct Mail sites reveals, however,
that their labor and computer support requirements are not significantly lower
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than those of the other system types, and that minor savings that may be realized
in these components are offset by the increased costs of pc_tage and security.
Thus, the total administrative costs of Direct Mail project areas are not
significantly lower.

Direct Delivery project areas lave the lowest administrative cost among the sites
visited. Absence of postage costs for ATP delivery to clients appear5 to be a sub-
stantial factor in the difference. However, the small number of Direct Delivery
sites in the study and the variability of administrative costs among them limit
both the precision and the overall applicability of the estimate.

On-Line project areas appear to have the highest administrative ecats. ADP
operatini_ costs aecot=tt for a major part of the difference. As suggested above,
however, this difference may be attributable as much to idiosyncratic conditions
as to inherently greater true resource requirements.

In Table 4, administrative costs associated with each system type are also
compared to the weighted average for all good practice sites. This comparison
reinforces the picture of similarity rather than sharp differences in administrative
cc_ts among sFJtem tTpas.

8. THERE ARE SEV1_HAL OPTIONS FOR IMPROVING ISSUANCE QP POOD
STAMPS

%_en both average issuance less end administrative cost are considered, the
Direct Delivery and On-Line systems appear to perform partieulariy well
Adoption of either approach should be considered where a State or local FSP
agency has the financial and other resources necessary for conversion. The
resources required fee implementing an On-Line system _re partieulsrly sensitive
to the exisgng computer environment in the governmental jurisdiction involved; in
highly automated situatiom, the requLl,ed incremental resources may not be large,
but in a relatively tumophisticated environment, start-up costs may be prohibitive.

Where conversion to a Direct Delivery or On-Line system is not feasible, adoption
of practices desaribed earlier in this chapter may yield significant improvements
in most ATP systems and, to a lesser def_ree , in Direct Mail systems. Exhibit VII-1
provides a guide to the frequency with which various controls are used in each
system type. Those strategies used aorcss types l_ve not only the broadest
applicaMlity, but the most promise foe success. Sim_arly, within any one s_tem
eateL,ory, the more frequently a control is used, the more likely it is to be a
prerequisite foe effective issuance. Chapters Two through Six provide the details
of how and where each control is implemented.

Because the _urrent national loss regorting system does not $eperate losses by
system type, it is not possible to _oject the maximum savings that might be
_ealized through system improvements in all project areas. A rough indieation is
provided, however, by ealculsfir_ what savir_s would emue if the average lcsses
of all project areas were reduced to the level of the "good performers" we
observed in this study.
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EXNIBIT VII-l(1)

GUIDB TO ISSUANCE CONTROLS

BY SYSTEM TYPE

SYSTEM TYPE
I i I ! J i I

VULNERABILITY ISSUANCE SYSTEM PRA_CTICES/CONTROLS DIRECT ON- DIRECT
ATP HIR

D!_IgY..R¥ LINE NAIL
i i I Il I I I J I I III I Jl I I I I Ill I I · I I I

..... , ............ ,,, ,.®®,.®Delayed Processing Of OmB Day Turnaround Of Notification Data

Data

__ Separate Clerical Control Unit _ 0 _ 0 0

_ .,.,..,,o.o,_,_...,,_.._,,_. · $ · · ·
_ ,,o,,,,..,,o.o,,_o=...,._=...,_,.. · · · · ·
_ o.-,,..,,,. ,_,,.. O O · ® O

,,.c_,,,. o.,._,.,. __ ,,c,,,,.,,o.._,,. _o_u,.,.._ 0 0 0 0 O
Eligibility Data J

__ Automated Benefit Verification O 0

_ ,_--. ,o.ou..,o,_._.,,_,,i. ,..,_,_,._ · · · · ·

................ _ '8
Loss Or Theft Of -- ATP. Ha,died As Controlled Documents 0 O O

,,_o,._,,o,,o___.,. __,,.,,.__c_...,o,,._,,_. O O O O

_ _._,,.,oo,,,o,,._,._,,_...,.'. ® O O O O
- tit t t tt t t t_tt t stt

· See Key On Page PIve.
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EXIIIBIT VII-1 (2)

e emma et I IOe! I I I I I I I I Il

SYSTEM TYPE
I i il ,! t

VOLNERABILITY ISSUANCE SYSTEM PRACTIICES/iX)NTROLS DIRECT ON- DIRECT
ATP IfIR

DELIVERY LINE MAIL
i , Il IIIII I Il Ill I I I

le Il I I III I Ilia Illlll J I I

Authorization Documents Replacement Waiting Period O' 5 Days (.ini.um) O O O O O
(Continued) -- -- dh

Vendors

A.aig--nt Of Issuance Location O O O O

-- Electronic (On-Line)Authorization O O O O O

S-- Back-Op Computer System To Eliminate Down Time, O O _ O

__ Post-Verification (Prior TO ATP Mailing/Delivery] _ 0 O O O

Li.itedAccessTo,,ii,csrd. O O O O ·
- .I,°ross..ferenceFile O O O O ·

_cumentedsis,usChsnge. O O O O ·
_ SeCretionOf_ And.,,il ,libCards O O O O ·

lin ii,i

Client Hisrepresentation/ __ Charge Back Policy (Vendors/Cashiers Liable) _ O O' O O

,rsod,..ul,inglin ,,P,..uan=..oni,orFunction. , · O O. OOverlssuance

__ Signature Comparison . O e e O O

I I Il II I Illl I I

· See Key On Page Five. '



BXHIBIT VII-1 (3}

_-_- _- ,.,.. mere I III m Imiil III Ill lm I Ill Il

SYST_ TYPE
I I m iii I

VULNERABILITY ISSOANCE SYSTEM PRAC"PICKS/CONTROLS DIRECT OH- DIRECT

, ATP DELIVERY LINE MAIL IIIR
m t t t t i i t mill i i i i ti

...... m , I I I· · · · II mi

Fraud Resulting In Predesignated Authorized Representative _ _ _ 0 0
Overi ssuance

(contin...) _ ... ct ._i_ c--_. ® 0 0 0 0
,_r... v.ri,ic,tio. (,r. Ma.ret,il.) O O ® O O

-- i m ii I IN mira I

..... _bl. coun,ingof coughs 'O _) · O OCashier Error Resulting

In Overtasuance Dual Verification Of Mail Allotments O O O _

-- Pre-Benefit Transfer Coupon Book Separation _ _ _ O

st.ggeredIssuance _ O 0 0 (_
_.l .--e/ID._.r c.pariso. · · · 0 ·
Pre-Printed Coupon Book Combinations ny AllotmentJ 0 (_) 0 0 0

,, Standardized Allotment Ranges By ltou'sehold Size _ O O O O

Cashier,rainl_Pr_ra. ® 0 0 0 0
Pre-Packaged Allotments 0 _ 0 0 0

. . i _.

Issuance Allotments -- Delivery)

_ ,,_.,._._,._,.._(,,,._,,.?.,,v.., 0 0 0 0 0
__ Mail Restricted ,o Special Client Populations _ 0 _ O' O

..... [ [ [[

· See Key On Page Five.
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EXHIBIT VII-l(4)

_. ii I · II Ilml · gill II I Jill I
m Il

SYSTEH TYPE
I I Umll

VULNERABILITY ISSUANCE SYS?EH PRACtICES/CONTROLS DIRECT ON- DIRECT
· ATP I!IR

'DELIVERY LINE HAIL

_.. o_.,,.- o,..,, _... v.,u.,.._._c_o. 0 0 0 0 0
Issuance Allotments Nail Issuance Interview (At Certification} 0 0 0 0 0

-- Limit Of 2 Replacements Within 6 Heaths · · · · ·

Replacment Waiting Period Of 5 Days (Ninimm) · · · · ·

-- Affidavit Signed By Client For Replacement · · · · ·

Analysis Of Hail Loss And Returns · · · · ·

Close Coordination With Postal Officials · · · · ·

Or Working Inventory Limited Access/Dual Verification · · · · ·

Separate Working Inventories By Cashier · · · · ·
t

security_scortsDurinqco,,_n,_,nsfer _) · · ·

Combination Lock Safes · · ·. · ·

Restricted Access To Issuance Areas · · · · ·

4

I I I .J I J Il

* Se, Key On Paqe Five.



KXHIBI? VII-l(5}

ltl I i Il Ill I I I I Il I Illl I Ill Ill I I I
SYSTRH TYPE

VULNKRABILII_ ISSUANCK SYSTEM PRACTICES/CONTROLs DIRECT ON- DIRECT
A?P HIR

DELIVERY LINK HAIL
t t t · ! , t

· I I II I I ii i ii I I I I I i l

Reconciliation Of File

Issuances Follow-Up On Reconciliation Exceptions _ · 0' 0 0

..... , l! II Ill · I ! Ill{ I III I II

KEY

Practice Used By A Fe_ Project Areas

Practice Used By Host Project Areas

O Practice Used ny All Project Areas

O Practice Not Used

$
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Potential unit savings are indicated in Table 5 below.

Table 5

In_nto_ Lass Marl Less ATP
Per Household Per Issuance Per Isstmnee

National A_ra_e _.05 $0.75 $0.43
Good Perfoem_s 0.01s .40** 0.13'**

Umt Potential For
Lasslteduetion $0.04 $0.35 $0.35

Potential national savings based on these unit reduefiom are on the order of $30
milUon, as demonstrated in Table 6 below.

Table 6

T_ge Of UHt Potential Annual Number
Issmnce Foe _ Of Households/ AgEregate Potential
Lois l!_!uetim Issuances Fee _ Reduetioh

(4/n4_)

hventoey So. 04 x 93,82 5,39s
Households - $ 3,745,016'

ATP 0.30 z /
. _et/ims = 17,316,147

Marl 0.35 x 26,713,634
Marl _ces = 9,349,772

TOTAL $30,410,935

* $ * $ *

Improving issuance practices ce conv_rtin& to alternati_ system types will
require considerable time and commitment of FSP staff in both certification and
issuance activities. This effort will be accompanied by related investmmts in
staff time for implement/ng new Frocedures, equipment, eomt)uter pro/rams, and
the like. As discussed earUer, the costs of these elements can be determined only
on a program-by-program basis. Further, programs may find that "/_od e _eaetiees

* An study sites

** An study sites using mail as either a primary or secondary method of benefit
delivery

*** ATP study sites
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may not-be cost effeeti_ in some project areas. It is dear, however, that the
opportunity for reducing the total cost of issuance is substantial Two char-
acteristics stared by the good perfeemers in the study were the diligence of FSP
managers in seeking these opportunities and their ability to direct conversion to
im_'oved systems.

.°
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APPENDIX A(1)
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APPENDIX A (2)
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